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LOG EXPORT RESTRICTIONS

——— ————

FRIDAY, APRIL 13, 1973

U.S. Sexarte,
Coxrrree ox Baxxiva, Hovsinag axp Ursay AFrFairs,
SUBCOMMITTEE ON INTERNATIONAL FINANCE,
San Francisco, Calif.

The subcommittee met, pursuant to notice, at 9 :45 a.m. in the cere-
monial courtroom, Federal Building, 450 Golden Gate Avenue, Senator
Alan Cranston presiding. ‘

Present : Senators Cranston and Packwood.

Scenator CraxstoN. The hearing will please come to order.

This is a hearing of the Senate Committee on Banking, Housing
and Urban Affairs on a measure that Senator Packwood and I have
introduced, relating to the export of logs to Japan.

I'm dchohtod to welcome each of you to this session and delighted
that Senator Packwood of Oregon is here for this hearing. He held
a similar hearing in his own State a few days ago.

This is the third sct of hearings on S. 103,,, a bill to restrict log
exports from the United States. I would like to very briefly summa-
rize the developments conccrmng this legislation to this point.

On February & I joined Senator Packwood in calling on Presi-
dent Nixon and Secret'uy of Agriculture Earl Butz for an immedi-
ate 6-month halt on overseas shipments of softwood logs and lumber.
On February 28, Senator Packwood and I introduced legislation to
ban the export of logs from Federal lands, beginning January 1,
1974, and from priv ate lands, beginning January 1, 1977.

Senator Packwood and I asked the administration for swift action
to calm the prezent crisis atmosphere. We didn’t get 1it. We didi't
even get a reply to our telegram for more than a month.

Finally, on March 10, Peter M. Flanigan, the President’s Asuut-
ant for International Economie Affairs, told me the matter was get-
ting “priority attention” at the White Housc Three days later, Sec-
retary Butz told me it was under active review in the Department of
Agriculture.

The Senate Banking Committee. launched an investigation intc
runaway inflation in the lumber industry, at the request of Senator
Packwood and myself.

On March 26. the administration stated it was undertaking certain
steps. but the steps did not seem to be steps that would really resolve
the present situation with regard to the cost of lumber. W hat that
“means in the cost of homes, can be summarized by the following: ‘

In the last 16 months. homebuilding costs have gone up $4.000 on
a $37.000 home. \ family earning 14,000 could afford that house

(1)
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today, but in a few months, due to the continuing rize in cost of con-
struction, that house may be out of reach.

On the average $24, 000 house the National Association of Home-
builders estimates that within the last 6 months, lumber costs have
added $1,200 to its construction cost. In some areas, builders tell me
it will go up another $1,000 in the next 90 days. And each $1,000
increase pushes an estimated 1.5 million people out of the market.

Under normal circumstances, these families, squeezed out by the
high cost of conventional housmg, could turn to subsidized units.
But the President’s January 5 moratorium on new commitments
for subsidized units will curtail this supply, cutting these families
off from alternative housing.

No one knows whers prices will go from here or how rapidly they
will change. This uncertainty is. of course, especially disturbing to
those of you who are approaching the spring building season and
are unable to estimate your costs.

The high cost of lumber is vnquestionably tied closely to the accel-
erated pace of exports to Japan.

In the last 6 months, one-third of all the logs cut in the western
part of the United States has gone te Japan, not to our domestic
market.

Last year our timber exports amounted to almost 3 billion board
feet. They are expected to go up 44 percent this year on top of a
previous 40 percent increase in 1972 over 1971. Shipments to Japan,
which buys nearly 91 percent of our total log exports, ara expected
to go up another 1.1 billion board feet in 1973, unless firm remedial
action 1s taken. I do not believe, based upon the evidence we have
received thus far—and T will be listening carefully to the state-
ments of people with different viewpoints this morning—TI do not
believe we can afford to continue exporting logs, nor can we afford
to lose the jobs required to process these logs into lumber. The fact is
that cither way we go there are some people’s jobs that are threat-
ened, whatever stops are taken or not taken. It appears to me that
on balance, there are many more jobs being lost by the exports than
are produced by the exports. But again, we want to hear about that
today. as we scck to make nup our minds on what the most effective
steps to take might be.

The State Department advised me )qu now the Japanese Govera-
ment is discussing what steps it may take to reduce the purchase of
logs from our countr_v. Such voluntary action may be part of one
solution.

The Cost of Living Council, yvesterday, completed its own study of
the inflation occurring in the Tumber and wood products industries.
That study was undertaken only because of what Senator Packwood
and T have been doing on this matter. The Cost of Living Council,
sometime in the next 30 days. will report whatever action it chooses
to take. So there is another place where action may hbe taken, apart
from this legisiation, - |

The issue. obviously. is very diffienlt and is very complex. Tt
involves domestic priorities. the intricacies of international trade,
inflation. questions of natural resources and the environment, and to
my mind. the most eritical of all, the stability of a major California
and national industry.
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The hearings will help shape whatever action Congress takes, of
course.

The evidence we raceive today will be considered by ourselves and
by other members of the committee and of the Congress, as we
determine what we can do to deal with this very, very serious prob-
lem confronting us.

Senator Packwood, do you wish to say anything before we proceed ?

Senator PAckwoon. A very brief statement, Alan.

It looks to me as if we are trying to consider four basic issues
involved in log exports: (1), Is timber supply; Is there enough
timber in the United States to take care of our domestic needs or is
there not? If there is, can we get to 1.? (2), What is the effect of
log exports on lumber prices. (3), What’s the effort of log exports
on jobs. How many jobs are lost, if we stop exports; how many jobs
are gained by milling lumber here that is now being exported?
(4), What’s the effect, 1f we stop the export, on the Nation’s balance
of payments?

Those four issues, in my mind, have to be answered adequately
before we consider going ahead with the legislation.

I would appreciate it if the witnesses would address themselves to
these four specific topics during the course of their presentations.

Senator CraNSTON. As we now proceed to our first witness, T'd
like to repeat scmething that we sought to communicate to each wit-
ness. Those of you who are witnesses, if you could possibly do your
best to hold your prepared statement to a 5-minute summary of your
basic thoughts, that would be very helpful to us. The give and take
of questions on key points is, I believe, the most productive way for
gathering information.

The full prepared statements that witnesses have brought to this
hearing will go in the record, and will be studied by Senator Pack-
wood, myself, our staff, and the staff of the committee and other
Members of the Senate and the Congress. So all the information
that you wish to present to us will get into the record and will be
taken into account, as we consider where to go on this legislation or
other approaches to the problem.

I am going to ask the witnesses certain questions. I have looked
- and my staff has looked at most of the prepared text already. It
would be most helpful if you can verbally summarize your key
points. Then Senator Packwood and I would like to pose some ques-
tions, in an effort to get further information.

Senator CraxsToN. Qur first witness is Barry Keene, State assembly-
man from the State of California.

Barry, we’re delighted to have you with us today.

STATEMENT OF BARRY KEENE, STATE ASSEMBLYMAN, STATE OF
CALIFORNIA

Mr. Keexe. Mr. Chairman, Senator Packwood, gentlemen.

You have a copy of my prepared statement, and T'Hl briefly sum-
marize my position at this point. and certainly will attempt to
respond to any questions which you may have along the lines that
vou've already outlined.
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I am a representative in the California legislature, assemblyman.
" I'm the author of assembly joint resolution Ne. 9, which triggered
a great deal of interest at the State level. a great deal of concern
over log export, and the high cost of lumber and ithe high cost of
timber.

We did, in that resolution, which passed in both houses, almost
unanimously—1I think there was one dissenting vote in each house—
requested an embargo be imposed until the domestic supply of
timber was assured.

I'm here in two capacities this morning. One is as an assembly-
man, representing the California Legislature, with respect to that
resolution. Therefore, I'm concerned, in general, with the high cost
of lumber, because I believe that it will cause a halt, in some areas,
at least, a drastic slowdown 1in the homebuilding industry. The price
of lumber is putting new homes or expansion of buildings or repairs
out of the reach of the consumer.

There arc certainly others who will follow me, who will touch, in
more detail, on that subject.

Also. the high cost of lumber is causing havoc in one of the
Nation’s largest indvstries—the construction industry—to the great
detriment of workers in the building trades and their familices,
which there will be witnesses talking about that.

I'm also concerned, in a more direct way, because I represent one
of the great softwood timber producing regions of the world, the
redwood empire in the northern coast of California.

I won’t belabor the statistics, but that north coastal subregion con-
tains 42 percent of California’s commercial timberlands, 7.2 million
acres. and contains 46 percent of California’s privately-owned com-
mercial timberlands, 3.7 million acres. It contains 44 percent of the
sawed timber volume remaining in California, 132 billion board feet.
It supports 55 percent of the annual sawed timber cut in the State,
2.9 billion board feet. It employs 38 percent of the State’s lumber
and wood products industries employees, about 20,000. It contains 55
percent of the State’s sawmill capacity, and suffers 62 percent of the
State’s unused sawmill capacity.

I am concerned about the jobs of the longshoremen who work in
Humboldt Bay. There’s about 100 or so jobs up there. But I don’t
think that overcutting the timber forests of the north coast is going
to help a longshoreman, if there aren’t any logs to load. It’s cer-
tainly not going to help people in the other imdustries, who would be
directly affected by this.

Let me talk, if T can. for a moment, about overcutting. We're talk-
ing about the overcutting of a resource that is in short supply, not
only domestically. but worldwide.

Tho attractive market that these high prices have piovided. par-
ticularly with the prices that the Japanese are willing to pay, has
-aused the timberland holder to cut and to harvest earlier than he
ing the yvield in the limited resource. That resource means jobs in the
~economy to us on the west coast. =~ . L

The prospect o1 (his year or next vear of severely increased assess-
ments due to the increase price of timber will force many holders of
private timberlands to cut, withont even being able to consider the
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intéresis 1n maintaining sustained vield, because of the additional
taxes that they would otherwise have to pay.

We have an example of this sort of thing out in western Mendo-
cino County, Louisiana Pacific. an offshoot of Georvgia-Pacific, re-
cently acquired the Boise Cageade holdings there. Those U)mpamo%
control over 50 percent of the commereial timber resources in Men-
docino County.

Well. Louisiana Pacific has signed a contract to export 300 million
board feet of logs over the next 4 years, to Japan.

In addition. thev're presently negotiating to export an additional
400 million board feet over the next 7 years.

So vou have 100 million feet per vear for 7 yvears, 100 million feet
of logs. which. if cut in American sawmills, would provide 1,000 to
1500 primary jobs.

With unemployment in our counties, along the north coast. run-
ning from 8 to 18 percent, I think those JObS should stay at home.
I think they must stay at home.

The unavailability of logs has other implications as well. It will
cause many sawmills to close or at least curtail their operations.

Now. we have a fear that this will permanently affect the price of
lumber in this country, by reducing the amount of competition.

It would jeopardize. as I mentloned the jobs of some 50,000 work-
ers in primary wood products.

But we're afraid. also, in addition to that, that there world be a
permanent dislocation of these jobs, if aluminum and plastic substi-
tute products become competitive with wood products now being
used 1 construction.

Also. we wonld be denuding the land in one of the most remarka-
by beautiful forest aveas in the world, affecting: fish. wildlife.
inereasing soil erosion. and flooding the few remaining wild rivers

. nttvrl\ dostrmmn' the mcrmtlon potential of the area, which
we're cmmtm" on in generations to come, from the giant redwoods
of Humboldt and Del Norte Counties to the fir forests of Trinity
and Siskivou to the supposed cutout of the western Mendocino
County coast that I"ve already referred to.

We're ruining a tax I)aso in areas of chronically high unemploy-
ment. And I'm afraid we're going to produce along the north coast
an “Appalachia West.™ with nolmd_\ to pay for the investments of
schools and roads and sewers and hospitals and other investments. I
think we will have ereated a rural slum out of a wonderland.

What I'm asking todayv—what I'm pleading with vour today with
respect. to tommntnw these exports of logs—is t! rat you not turn the
north coast into a barren sea of stumps, which it is otherwise likelv
to hecome.

You're going to be met with opposition today that will suggest
tiat (*\pmts are not a substantial factor. I don’t believe that that is
the case.

We know that Japan has a severe timber shortage, in view of
Prime Minister Tanaka’s announced intention of rebuilding the
country with the proposed 115 million new housing starts each . vear.

Japan has the economic power to resolve that problem that they
have. if we open up our American forests to them, because they’re
holding large quantities of dollars.
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We’ve been purchasing for a number of years now their automo-
biles, their bicycles, their motorcycles, their cameras, their transistor
radios, and so forth.

Now, the percentage of jogs—the percentage of the tctal cut that
is being exported at this time in California may not be that great.

I ask you to consider the fact that Washington and Oregon is con-
_s(ilclierable and is increasing rapidly, and California is increasing rap-
idly.

Now, I don’t think that the multiplier effect should be ignored.
And by the multiplier effect, I mean the peculiar buying practices of
the Japanese purchasers, at the present time.

T’'ve talked to some of the owners up and down the district about
this. They are so eager to secure that long-range contract. They are
not paying $1 above the going price, which is what the ordinary
economists would predict, but they’re often paying three times what
the going price is. So the American builder simply cannot compete,
and this has had an enormous effect on prices.

I’d like to conclude with just two points.

One is that it is inconceivable to me—it is inconceivable that a
nation would continue to export a resource in short supply domesti-
cally and, frankly, endangered of being lost for the indefinite future.

Now, if we have an excess of that resource, then certainly, exporta-
tion bis in order. When it is in short supply, it seems to me it would
not be.

Also, T guess, we have kind of a local or provincial resentment,
which is this: We on the north coast resent having our region
treated as an underdeveloped nation, in respect to Japan, and our
resources being held ransom, because of a national balance of pay-
ments problem.

I thank you very much for the opportunity of being able to tes-
tify before you this morning. I hope I've helped to throw some
light on the problem.

Seator CransroN. Thank you very much, you have. And I
appreciate vour brevity and directness.

What action is the State legislature taking on this matter ?

Mr. Keexe. In addition to the resolution, the State legislature has
held hearings, and Senator Moscone held hearings that concerned
largely with the problem of employment. Assemblyman Z’Berg held
hearings concerned with the same question, from the standpoint of
natural resources and the necessity of preserving them. The result
was largely frustration.

One legislative measure was introduced which would permit the
export of raw lumber from State forests. But of course, we don’t
have very much of that. Most of it is privately owned timberland or
the national forests.

So the main result of the State hearings was one of frustration.

We feel we must come to the Federal Government for a solution.

Senator CransToN. You stated that 1,000 to 1,500 jobs are lost for
every 190 million board feet of lumber which is processed overseas
rather than in the United States.

If the United States doces. in fact, export 5 billion board feet of logs
during this year, as vou indicate in your testimony, that would then
mean, according to your figures, that 50,000 to 75,000 direct jobs in
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lumber mills would be lost. Do you believe that we could save those jobs
by embargoing the export of raw logs, but permitting the export of
manufactured lumber!?

Mr. Keexe. I don’t believe that that measure would be adequate. I
believe that it would be a step in the right direction, but I believe
that there would be continuing pressure on the processed wood prod-
ucts that would keep the price at s fairly high level.

Senator CranstoN. How many jobs in your assembly district have
been lost because of the high price of lumber, resulting from Japa-
nese purchases?

Mr. Keexe. It’s a bit difficult to pin down at this time. We do
know that the mills have cut back on their shifts. And I believe one
or two mills in the area are on the brink of closing, at the present
time. Some of the mill owners will be testifying, and they can prob-
ably give you better statistics on this.

Senator CranstoN. Is the net effect of what you were describing
in terms of the .hpane@e purchasers and their seeming unconcern
about the price they’re paying, that they establish the market price
for the logs by bidding up the price beyond what Americans can
afford and buy ?

Mr. I\FF\'E That’s correct, Senator. As we see 1it, it’s one of the
most. peculiar and idiosyneratic conditions imaginable. It’s very dif-
ficult to nnfmmo but when yvou talk to the mlll owners—the sawmill
owners. this is ex: wetly what's happening. They’re unable to outbid
the Japanese. And the Japanese are simply willing to bid twice or
three times as much to secure a contract.

Senator CraxstoN. Thank you very much, Barry.

Bob?

Senator Packwoon. You very adequatelv portrayed the problems
in yvour district that we find in Oregon and Washington 5 and 10
times over. Thank vou very much.

Mr. Keexe. Thank you.

[ Complete statement of Mr. Keene followg ]

STATEMENT OF ASSEMBLYMAN BARRY KFRENE, CALIFORNIA STATE ASSEMBLY

Mr. Chairman, T am Barry Keene, I am a member of the California State
Assembly. T represent the Redwood Region of California., Two of the counties
in my district, Humboldt and Mendocino, are among the great timber produc-
ing counties in the United States,

Your hearing here today is most timely. I appreciate the opportunity te
present iy views on the problem of log exports as it relates to my distriet,
which I think is typical of timber producing areas along the Pacific Coast.

I recently introduced a resolution in the legislature memorializing the Presi-
dent fo use his powers under the export control act to place an embargo on the
export of raw logs in order to give American sawmills, lumber workers, home-
builders and the construction trades some relief from shortages of lumber and
from the ruinous rise in log and lumber prices that has occurred over the past
four months. My resolution was approved overwhelming’y.

I recently attended two hearings on log exports in Sacramento conducted by
State Senator George Moscone and Assemblyman Edwin Z'Berg. Witnesses at
both hearings documented the magnitude of the problem. It is clear that if re-
lief is to be had, it must come from you gentlemen and the congress,

Your subject today is enormously complex, but if some equitable long-range
solution to the log export problem is not found, the counties and cities, the
sawmills and lumber workers in my district and the homebuilding industry
and the construction workers throeghout California face almost certain long-
term disaster.
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In the past the export of raw logs has Leen mainly from the State of Wash-
ington and, to a lesser depr ¢, from Oregon. Last year approxXimately three bil-
lion feet of raw logs wer_. exported to Japan. This equals between fovr &nd
five billion feet of tinished lumber. This yvear I am told Japan plans to pur-
chase between four and five billion feet of raw logs. Japanese Prime Minister
Tanaka has announced as a national goal the complete rebuilding of Japan, in-
cluding nearly two million hcuses per year. With twice the population of
Japan, our housing starts are projected at slightly over two million.

I need not elaborate on the housing needs of our own people, particularly
in the cities and in some rural areas where the homes, if indeed they can be
cilled such, are a national disgrace.

It is a simple question: Are our people going to have decent houses at prices
they can aftord? Or. are the Japanese gning to buy the logs, close down our
sawmills, put our workers on welfare, and bankrupt our cities and counties in
timber growing areas®

Although log exports in 1972 acccunted for only two percent of Californiu’s
timber cut, this in itself is not significant. First, lumber prices reflect the na-
tional market not just a California market. Second, log exports exert an enor-
mous influence on prices when combined with peculiar and extraordinary buy-
ing habits, When o buyer pays triple the going price for logs, that buyer
establishes the price. Third, exports may well approach ten percent of Califor-
nia’s ¢ut this year.

But the real problem and the real danger lie in the potential for expansion
as nearly 60 percent of California’s timberlands are privately owned.

As Washington's and Oregon's supply of logs are put under contract to the
Japanese, the evporters must come to California—as indeed they now ure
doing.

Log prices have doubled and sometimes tripled in the past four months.
Lumber prices have necessarily reflecred this increase.

Homebuyers are being priced out of the market. If lumber sales slow down
because of the high prices, the owners of trees and logs will turn to the export
market. Assessments on trees and logs will inevitably reflect these high prices
in thix year's tax bills, thus adding fuel to the inflationary fires. The only way
to avoid payving these taxes is to cut down the trees. The pressure to overcut
on both the large timberland owner and the rancher with small holdings will
be enormous. This will be an intolerable climate for a timber producing area
trying to maintain its economy on a sustained timber yield basis.

An example of this sort of thing is already at hand. Iouisiana Pacifie,
offshoot of Georgia DPacific, recently acquired the Boise Cascade holdings in
Mendocino County. ‘T'ogether these two companics control over 50 percent of
the commercial timber resources in Mendocino County. Louisiana Pacific has
signed a contract to export 300 million board feet of logs over the next four
vears to Japan. In addition they are presently negotiating to export an addi-
tional 400 million feet over the next seven years,

This is 100 million feet per year for seven years. 100 million feet of logs, if
cut in American sawmills, would provide 1,000 to 1,500 primary jobs. With un-
employment in our counties running from 8 to 18 percent, I think those jobs
should stay at home,

Mr, Chairinan, I must teil you that if the export of raw logs is allowed to
continue and run its course, my district will become a sea of stumps.

We will have created a rural slum out of a wonderland,

If thesxe exports continue and our resource base is shipped away, who wili
be left to pay for the investment:: in schools, streets, hospitals. sewers and the
other investinents in the public sector. not to mention the howmes which repre-
sent the life vavings of workers without jobs?

Mr. Chairman, I support your bill to phase out all log exports. I firmly be-
lieve that some control should be placed on lumber exports alsn because I see
continuing worldwide shortage of softwoods npon which our vital homebuilding
induxtry is based. i

In addition, the phase-ont guotas in your bill should be assigned to customs
districts and ports based on historical patterns of exports. Otherwise, if 350
millinn board feet of Federal timber is shut off in Washington and Gregon, the
exporters will come to California to pick up that volume frowm private timber-
lands. Thank you.
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Senator Craxstox. Our nexv witnesses are Richard Mansfield, leg-
islative advocate, State Building and Construction Trades Council
of California, and Sam Herrod of the State Carpenters Union.

We welcome you.

Mr. MaxsrreLn, Thank you very much.

Senator Craxsrox. Did you have prepared statements?

Mr. Maxsriewn. Yes, Senator, I submitted it to this commit*
this morning.

STATEMENT OF RICHARD MANSFIELD, LEGISLATIVE ADVOCATE,
STATE BUILDING AND CONSTRUCTION TRADES COUNCIL OF CALI-
FORNIA, AND SAM HERROD, STATE CARPENTERS UNION

Mr. Maxsrierp. Mr. Chairman and Senator Packwood, my name
is Richard W. Mansfield. I represent the State Building and Con-
struction Trades Council. My primary job with that council is legis-
lative advocate for the California State Legislature.

Recently, or just this weck, you held hearmgs in Portland, Oreg.
at which time the Western Loullcll of Lumber, Production and In-
dustrial Workers, AFL-CIO, which is an affiliate of the United
Brotherhood of Carpenters and Joiners of America, submitted to
you a very well-prepared brief, which deals quite completely with
the complexities of the problema of the milling of lumber in respect
to specie and demand. And it dealt quite thoroughly with the prob-
lem of exportation of logs to Japan, the high price of tlie present
log market. And at this tlme, we want to be on record that we fully
support that brief. We participated in drafting this brief at their
Western (‘onfex ence several weeks ago.

We are in full support of Senate bill 1033. And we are also in full
support of their recommended amendments that the capital gains
tax be depleted upon the exportation of logs, also the depietion al-
lowance be depleted.

I would like to direct my comments now more directly to what we
feel will be the ultimate effect to the construction industry in this
State and the wood products industry, if something isn’t done. and
done very.soon. to turn around this problem of the exportation of
« logs. in particular. the runaway price of finished lumber.

First, about the only lnmber that is being milled right now in this
State and also in the Norihwest, is dimensional lumber. All other
species of trees that would be mllled for example, let’s say, into fin-
ished lumber, which would be used in doors and so forth, 1s not
being milled. and will soon be in very short supply and drive the
price even higher than what 1t is now.

There are 400,000 building tradesmen in the State of California,
that are duectl\ tied to the lumber industry for their jobs. And if
you equate the 55,000 primary jobs that are going to be lost, if the
present trend continnes this vear. il vou wanted to relate that to
jobs taken into consideration that when the log is cut and goes
through the mill and 1t’s finally fabricated into a finished pxoduct
whether it's a clothes hamper or whether it’s in a home or whatever
it might be. we're talking in far excess of a million jobs technicaliy
being (‘\pOIted to Japan ‘each year. We think that this trend must be
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reversed. And if it isn’t reversed, the whole milling industry, cer-
tainly in this State, will come to practically a standstill. We're
going to have far more building tradesmen out of work than some
of the crafts. Right now we are running as high as 36 percent unem-
ployed in some areas. We're going to have mills shut down in this
State. And certainly, California will go through a very, very serious -
depressed period.

We think ika’, this would not only apply in California, but it will
apply in the whoie Northwest. And it conld have a drastic effect na-
tionwide.

I also want to touch very briefly upon one other point. Right now
in Orange County and in the Bay Area builders are experimenting
with using metal studs, aluminum studs, steel studs. In some in-
stances, they have gone to metal trusses.

Certainly, where you are using a material that is mined, demands
a tremendous amount of energy to refine that material into 2 fin-
ished product.

This certainly isn’t in th. best interest of those who are concerned
about the environment.

Lumber is a bio-degradable product, it’s a replaceable product.
And it is certainly very valuable natural resource, a natural resource
that we should guard.

I don’t think that this country is in a position to completely disre-
gard our domestic needs and sacrifice those needs just to make a
high profit off of exporting logs to Japan.

We'd be very happy to answer any questions.

Senator Cranston. Did you wish to speak, also, Sang ?

Mr. ilerrop. I would like to make a short statement, Mr. Chair-
man.

I would like to tell you that I've been involved in the labor move-
ment around this area since 1933. I’ve always felt myself fighting on
the side of the longshoremen and respected them. Thelr efforts, in
the carly years, inspired me to become involved in organizing. I
have respected their leadership down through the years. There’s
never been any corruption in that organization, as far as I know. I
think we'’re talking about jobs.

Basically, jobs, of course, are vital to all of us. We in the building
trades know what 1t is to be out of work, because the average carpen-
ter now works about 7 months out of the year. We have learned
bv c¢xperience that When the building industry goes on the rocks, the
aconomy goes on the rocks. We're all going to lose. If the bulldmg
industry and construction industry fails, you'll find that business is
failing, people out of jobs everywhere.

We're speaking about hundreds of thousands of jobs, so far as the
building trades is concerned.

The carpenters in California adopted a resolution, calling for ac-
tion on the banning of shipments of logs out of this country. The

‘number of carpenters involved represent more than 100,000 in Cali-
fornia, who have adopted this resolution.

We have sent copies of this pletty well throughout the land. We
have had no reply objecting to the resolution. We have had many
numerous replies concurring to the resolution.
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Mr. Chairman, I’d like to state that back in 1963, an $18,000 house
was somewhat the average, now it’s $28,000.

T'd like to state further that I talked with contractors from day to
day—I'm a business agent out in the field—and they tell me that
theybalmost have to check the prices of lumber daily in order to bid
a jo

We find ourselves in a very strange position where we—the car-
penters and building tradesmen—hzve to join with management
when we’d rather be fighting with the longshoremen to gain their
ends. But there’s more than just jobs involved in this.

There are lots of people in this country who need houses, and they
can’t buy houses at the prices they’re going for now.

One of the main reasons for the houses increasing so much is be-
cause the price of lumber having risen suddenly.

We’ve been told by people w %10 make studies of this that for every
$1,090 increase in the price of a house, we are eliminating more than
100.000 possible homebuyers from the market.

So I think this gives some indication as to what’s happening in
the construction 1ndustrv, in the homebuying market.

The indications are that for the next several years the prices of
homes will increase from 8 to 10 percent year after year.

With that, Mr. Chairman, I’ll conclude. Thank you.

Senator CranstoN. Thank you both, very much.

Bob, do you want to proceed first this time?

Senator Packwoop. I have no questicns.

Senator Craxston. Did you use the figure 55,000 primary jobs
lost?

Mr. MaNsFiELD. Yes.

Senator Craxston. What were you speaking of, specifically ¢

Mr. MANSFIELD. Senator, relating 55,000 primary jobs lost if we
export around 414 to 5 billion board feot of logs to Japan this year.
This would be primary jobs.

Senator Craxston. Are you talking construction jobs in Califor-
nia’

Mr. Maxsriewn. No. No, I'm talking mili jobs.

Senator CRAI\bTO\ What is happening now in construction jobs
in the building trades?

Mr. MANSFIELD. Right now, T don’t believe that the full impact of
the high cost of lumber has been felt in the homebuilding industry.
But every time—as Sam testified—every time you raise the price of
a home you eliminate z number of thou:‘mds of people from your
homebu} ing market. The ﬁISt thing you’re going to have—and I
think it will occur—is you’re going to have a complete collapse, in
this State anyway, in the homebuilding field. And paturally, of
course, you're going to drive your cost of commercial construction
way up. And as a result of this, I anticipate that we will probably
Jose 80.000 or 90,000 jobs directly in the building trades industry.

But when you take into consideration the processing of 414 billion
board feet of lumber 1nt0 a lumber product, regardless of whatever
it mwht be, T think you’re talking about close to a million jobs that
yow're exporting to Japan.

Senator Cranston. Thank you.
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Mr, Maxsrierp, It's really hard to evaluate exactly what the effect
will be. but we estimate about 80,000 jobs in the building trades, if
the homebuilding industry does collapse.

Senator Craxsrox. Are you finding now that people are putting
lesx carpentry or less cabinets into their homes because of the high

ost. of work?

\Ir Maxgrigwp. Like T testified, there are some homebuilders in
Orange County and in the Bay area that have gone to met tal studs

and steel trusses, as a substitute to get around the high cost of lum-
ber.

Now, this right now is being done on a very small scale—very,
very small scale. But cbviously, Tif the price of finished lumber stays
at the level it is right now, well builders are going to look for alter-
nate materials.

Senator Craxsrox. Thank you both very much. Your prepared
statement will go into the record.

[Statement follows:]

STATEMENT OF THE STATE BUILDING AND CONSTRUCTION TRADES COUNCIL OF
CALIFORNIA, AFI~CI0O

The State Building and Construction Trades Council of California represents
approximately 400,000 building tradesmen who earn their livelihood at the con-
struction industry.

Over the past five years this Council has viewed with increasingly alarm the
exportation of logs to Japan, in the last two years alone this fignre has
jumped from three billion board feet to the present estimated rate of four and
one-half billion board feet a year an increase of fifty percent. This exportation
of logs coupled with the recent housing boom in the State of California has
driven the cost of lumber prices up in excess of seventy percent on many lum-
ber items,

This means that a person who planned a twenty-five thousand dollar house
last vear has to pay fifteen hundred dollars more for lumber if constructed
this year.

The Japanese are currently offering more than twice as much per thousand
board feet for logs delivered to the dock as various sawmills throughout this
State are able to offer. This Council firmly believes that if this trend is not re-
versed many of our builders will uce other building products such as alumi-
num and metal studs, metal trusses, ete. Certainly in view of the growing en-
vironmental concern a building product that is bio-degradable, replaceable and
does not consume any vast amounts of energy for its manufacture is more de-
sirable,

This Council is also extremely concerned with the fact that our mills that
must depend upon a separate source of supply for logs cannot possibly compete
with the prices that the Japanese are willing to pay. When these mills have
exhausted their present source of supply the only recourse will be to shut the
miil down and lay everyone off. The lumber industry is certainly a very impor-
tant segment of the economy of this Staite and we firmly believe that if some-
thing isn't done to reverse this trend it could have a far reaching depressive
effect upon our economy.

At your hearing held recently in Portland, Oregon the Western Council of
Lumber, Production and Industrial Workers, AFL-CIO, an affiliate of the
United Brotherhood of Carpenters and Joiners of American submitted to you a
brief covering their position on this problem. This Council firmly supports that
brief and Senate Bill 1033.

Respectfully submitted,

RiciArp W. MANSFIELD,
Leygislative Advocate and Business Representative.

Senator Craxsrox, Our next witness is Harry Bridges, president
of the TLWT.
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I'm delighted to welcome you to this hearing. I'm particularly
pleased to have you here with us.

I'd hike to say that the first time vou and T met was 35 vears ago.
1 remenmber, if vou don't; the oceasion was in the Sacramento as-
sembly chamber, when Governor Olson pardoned Tom Mooney. 1
was up there to witness that event, And yvou were up there to wit-
ness that event. We encountered each other for the first tume in our
lives on that occasion.

Mr. Brmees. You're talking about those days when Sam Yorty
was a left wing.

Senator CraxsTox. Yes. He was up there in the assembly.

STATEMENT OF HARRY BRIDGES, PRESIDENT, INTERNATIONAL
LONGSHOREMEN'S AND WAREHOUSEMEN'S UNION AND JOHN
PARKS, REGIONAL DIRECTOR, INTERNATIONAL LONGSHORE-
MEN'S AND WAREHOUSEMEN'S UNION (NCRTHWEST CHAPTER)

Mr. Brioges. Senator, well, 'm here today. Along with me is
John Parks, who is our regional representative for the Northwest,
who 15 much more expert on logs than I am, and our research diree-
tor for our international union,

I submitted a written statement that will take more than 15 min-
utes to read. So I'll make a bI‘le summary, touching oun the impor-

tant points, starting with why we’re here.

Senator Craxstox. Your whole statement will go in the record.

Mr. Briges. Right.

If T was up here testifving, as T am today. representing a union,
and the purpose of me testifving was just to be concerned about the
few jobs our union might lose, if the ban on logs goes through, 1
think that would be a disgraceful performance. I wouldn't do it.
And the people I represent wouldn’t let me do it.

We're up here hecause T want te make the record clear that we
think the ban on logs will inerease the price of Inmber.

Our concern here is that our w orkers, like any other workers, can
no longer afford the cost of buying a house. especially in the State
of California.

Our research indicates to us that the main reasons that the cost of
homes, especially for working people. has gone up, is, first of all, the
interest rates, the mortgage rates, that they must pay, closing-out
costs, mortage costs. points, and so forth.

Second, the tremendous price of land, especially in the great State
of California.

This is what our researchers have indicated to us. And that is the
main reason that the costs of homes have gone up.

Lumber 1s affected. Our research indicates that a ban on logs
would drive up the prices of lumber even more.

I hope T don’t have to come back at sometime in the future and
sav this is what we were doing here, so at that time we could sav:
“We told you so.”

Now. naturally, we can understand. to the av or‘wo ponon of
course, 1t seems so simple.

We have a natural resource which 1s very valuable.

Lumber to build houses or anvthing else, first of all, must come -
from the logs. The logs must go to a sawmill, must be sawed into

04 SH3—TH——2
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lumber, and the finished product is used to build homes and houses.
And 1f we start shipping away too many logs, it’s automatically
going to drive up the price of lumber. That seems to be a very logi-
cal reason why. But it doesn’t happen to be true, as far as our re-
search has indicated to us.

Now, we just don’t depend on our own people, but we have talked
to people who we consider experts in this field.

And this is indicated, we do have a little experience right now,
which I'll come to in a minute.

First of all, I want to make it clear that our concern is to stop the
cost of homos, for working people, going higher. We fight 'ow-cost
housing.

If, in truth, T was appearing here opposing the ban on logs, be-
cause of a few jobs that our union was concerned with, I'd be
ashamed to have to do that. I'm not.

Now, without going into a long discussion on some of the other
points, such as the devaluation of our dollar, the trade balances, the
trade deficits—Japan being one of our best customers—I’ll skip that
and get down to some nitty-gritty points to try to compliment what
I just said.

First, it is the main argument that a ban on log expcrts, and so
ingreasmﬂ domestic supplies, would bring down lumber prices, make
for lower prices. And convers~ly, log exports mean high lumber

rices.

In 1969, log exports declined 2.3 from 1968, but lumber prices in-
creased 12.1.

I want to point out, Senator, that our union testified before the
Congress in 1968, in Washmgton, saying the same thing.

In 1968, we were saying that a ban on logs will 1ncrease lumber

rices.
d In 1970, log exports went up 13.4 percent, lumber prices went
down 13.6 percent.

In 1971, log exports fell off 19.4 percent, but lumber prices went

up 19.2 perccnt

Only in 1972, did log exports and lumber prices both increase.

Clearly, the 1 -year’s experience in 1972, is not sufficient proof of
the cause-and-effect relationship attributed to exports and prices.

Figures from the 3 years preceding 1972, refute the argument that
a ban advocates are trying to make. Our price figures are from the
wholesale price index, the U.S. Department of Labor, Bureau of
Labor Statistics, and log exports from U.S. Forest Service reports.

Now, another thing closer to home—and this we can talk about
with firsthand l\nowled«e——mu union, becanse of a slight disagree-
ment with s]nppmo' companies and others, had a beautiful ban on
logs, last vear, 1971. It went on for 3 or 4 months. No logs moved
from the northwest of California. It will take your ban longer to
get into effect.

Now. in July of 1972, the price index for lumber rose to 142.5
over June 1971, It went up again in August to 146.7, and up again -
in September to 146.8. Only after the e\port ban, that’s ours, was
lifted in October of 1971, did lumber prices go down to 142.7 in Oc-
tober and 141.9 in November.
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Without trying to be experts on logs, and we’re certainly not,
there are certain aspects in the matter of building homes, this has
been our firsthand experience: We had a ban on logs, and down
went the prices; after the ban came off, up went the prices. This is
what kind of convinces us that we ought to take it easy on this par-
ticular point.

Now, there’s another argument.

Our union, incidentally, has waterfront workers organized in the
Province of British Columbia of Canada, and of Alaska, too.

Twenty-two and a half percent of our lumber supplies used for
building homes, especially on the cast coast and inland from the east
coast, come out of Canada and shipped back East.

When log bans were being talked about before, what we noticed
was that the Japanese people quite properly went shopping. And we
feel that a ban on logs will drive that particular trade to Canada,
meaning that the Japanese will buy lumber and have it shipped—as
well as logs, and have it shipped—to Japan.

How come the lumber goes from Canada to the east coast?

Well, first of all, it’s not efficient and feasible to ship luinber from
Canada to the west coast. We have our own supplies.

It does go to the east coast of the United gtates, because by and
large, it’s carried in foreign bottoms. And under certain laws of our
country, why, that can be done with foreign ships. American ships
don’t get any of that trade.

Now, the main point is that the ban on logs will put a stop, ac-
cording to our experience, on those shipments that are made from
Canada to the United States. And those shipments will be diverted
to Japan, and up again will go the price of lumber.

Another thing, as far as we are able to discover, it is said that
mills will shut down. It is our understanding and our research indi-
cates to us that the mills, especially in the Pacific Northwest, are
running at capacity right now. With the log supply right now, they
are running at full capacity to cut the lumber. And the lnumber ex-
perts up there indicate to us that the—as far as the mills that are in
existence now—there’s been a sharp cutback in mills in the last few
years—but the mills now can’t handle the present log supply. They
are at capacity or better. This isour information.

We have men organized in our union in many of the small ports
of the Northwest. I've made the same argument to those people
there. So we can’t be unselfish about this. So we have to look at the
whole thing.

And if it’s just a matter of worrying about a few longshore jobs,
that is not the main issue, that's a part of the issue. But we have to
worry about the jobs that the two gentlemen that preceded me testi-
fied about. And we do worry about them.

So I've touched on the main points that bring me here today to
testify against this ban. We’re afraid the ban, far from doing what
vou think it will do—cheapen the price of lumber; bring down the
cost. of homes, at least they won't go any higher—we think the re-
verse will be true. We hope we're wrong. T hope what I'm saving
today will not work out.
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We think Senate bill 1033 can veward and help a small handfull
of financial operators and homebuilders. not the small builder and,
of course, increase the price. And that we don’t want to see.

We'd like to get some action against the financial manipulators,
who do dominste the whole building industry, and not to worry so
much about the ban on logs.

On the other hand, if it could be demonstrated to us that the ban
on logs would cheapen the price of homes. we would be back here
testifving in favor of 1t.

Thank vou.

Senator Craxstox. First, I want to thank vou for that last state-
ment, which vou present more fully in vour prepared statement:
namely, that 1f you became convinced that there were more jobs to
be gdlnod than lost by the ban, you would reverse your position.

I want to assure you that if I became convinced that this bill
would cost more jobs than it would create, I would abandon my sup-
port of the bill.

This hearing is designed to get further testimony from various
people, like vourseli. on the employment impact as well as other ef-
fects.

I don’t understand exactly why vou feel that the ban would in-
crease the cost of lumber. Is your reason that you feel that Japan
would then start buying lumber from Canada, and we wouldn’t get
that source and would wind up still in short supply ?

Mr. Brmees. I'll let Tom answer the second part of the question.

The first part of the question is: Why do we think the ban will
increase the price of lumber? Because that's what’s happened in the
past. That’s what happened.

qenatox Craxstox. Why does that happen?

Mr. Bripoes. I don't know.

T go to the second part of vour question. one reason that the
lumber supply that we get from Canada starts to move across the
Pacific.

Senator Craxstox. The Government of Canada bans the export
of uncut logs, as vou know. They wen’t do what we’re doing. And
very few other countries will permit logs to be exported without
having logs cut into lumber first, so that the\ aren’t exporting a raw
material thhout processing it.

We had testimony that 50.000 or 75.000 milling iobs would be
created by manufacturing the logs we export into lumber.

Would vou support a ban on the export of raw logs irom the
United States if the export of manufactured timber were continued ?

Mr. Briees, OQbviously, if there was a quoetlon of the thought or
belief that the ban on logs wounld result in the cutting of lumber, we
would support the lumber. There's no reason I <hould worry about
that particular point, unless it increases the cost of lumber for home-
building purposes. We rthink it would.

The second point is: Our people can handle. and do handle, lumber
just ag well as logg, and such a thing would create more jobs for our
people. so 1 couldn’t he against that.

But the facts are. az we understand them, that it’s not likely to-
happen. That will cause the price of lumber to go up.
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And our information from Canada 1s there is no ban on logs, the
way we're discussing it here, Senator.

Senator CraxstoN. As I understand it, we have not had anyv—
Bob. have we had any testimony to the contrary that Canada does
not mermit. the export of logs? 1s that not correct ?

Sonator Packwoon. British Colambia hasn’t allowed the export of
raw logs—except for limited surpluses—for 60 years.

Mr. Brivees, I checked the question out from our director in Can-
ada.

Point 1: Raw logs are exported from Canadian ports to foreign
markets.

I've seen it happen myself. So T thought T must have been seeing
things.

So T phoned up there vesterdayv, and said: “What the hell was
that stuff you guys were sending away when I was up there a few
months ago ¢

And they said : “Logs, what's the matter with vou.”

So 1 don't plotond to be a log expert, and 1t looked like logs to
me. and they said they were ]00'5

Senator Craxsrox. Can von give us any more precise information
from what port, what date. ‘what amount ?

Mr. Bringes. American logs also exported from foreign markets
and ("anadian ports,

Senator Cransrox. Ameriean logs?

Mr. Brmees. American logs go to Canada. When we start maybe
putting a ban on logs here to Japan. But all the times, it’s a con-
stant thing. logs are shipped to Canada. This is my information
from Canada. 'm not giving vou anyvthing 1 know firsthand, sir.
American logs are s]nppvd to Canada and then shipped across the
Pacifie.

Third. there’s no Canadian point on the export of raw logs, with
the exception that certain deelines are necessary before logs can be
offered for sale in foreign countries.

Senator Packwoon. Let me pursue that. The certain exception is
that they must be surplus to domestic need. Isn’t that true?

Mr. Brinces. T don’t know.

Senator Packwoon. Well, that is true.

My, Briges. It could be. Senator.

Senator Packwoon, That is true.

I'm quoting now from Log Exports from British Columbia Ports,
put out by The Pacific Northwest Forest and Range Service: In
1972, from British Columbia. 55 million board feet of logs were ex-
ported—355 million board feet. that’s all that was surplus—and in
the United States, we sent 3 billion board feet of logs in 1972, The
amount of logs that go out of British Columbia don’t amount to
much. Theyv won't let them g@o out unless thev're finished into lumber
or surphus,

Me. Brivces. T don’t see any (‘m\tr:ulictinn. Senator. That's my in-
- formation. too. : : o

F'm well aware that thev do up thmo T'm informed of that, too—
they go around to the various mill owners that say thev have enough—
the mill owners. So that niakes those logs surplus, right?

Senator Packwoon. Right.
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Mr. Brmces. And then, they can be exported.

All right. So just a while ago I testified, again, through informa-
tion from the Northwest, that mills are full now.

Senator Packwoop. In that case, you should have no objection to
our bill, because our bill provides exactly the same rule. If the
logs are surplus to domestic needs, if the mills are operating at ca-
pacity, if they cannot utilize the logs, they can be exported.

Mr. Briges. I might say, that if the Cost of Living Council
would get on the ball and not freeze prices where they are, but roll
them back, that would be a different thing. But to mill, you can’t
make a person if it’s not profitable enough. I'm informed 1t takes ¢
couple of years to set up a sawmill and get it going.

Senator Packwoon. Right ; building one from scratch.

Mr. Bripgrs. That’s right.

Senator Packwoob. If your conclusion is correct, then these mills
can’t buy the logs anyway then, can they? They can’t use them, and
they can export them.

Mr. Brioges. I'm telling you my information from Canada is see-
ondhand, which is, there is no ban on logs. And you're saying these
are surplus logs. That’s what you’re saying, Senator.

Senator Packwoon. That's what the British Columbia law says,
only surplus logs can be exported. Last vear 55 million board feet of
surplus logs were shipped from British Columbia, as opposed to the
3 billion board feet that we shipped from Oregon, Washington, and
California and the rest of the Nation.

Mr. Brmars. T have some pretty hefty figures on the amount of
lumber they shipped. T understand there are Japanese experts up
there asking them to turn the logs this way and that way, and that’s
the way they arrive over there.

Senator Packwoon. Oh, they ship great quantities of lumber out
of British Columbia.

Mr. Brioces. Lumber and logs, that’s my information.

Senator Packwoob. Let me go on to your productive capacity con-
clusion. You make some brief reference to productive capacity. And
then, vou go on quoting from Mr. Weverhaeuser and Senator Hat-
field. Are they your sole sources on produetive capacity?

Mr. Brmaes. T thought they were pretty good. Senator Hatfield 1s
an old friend of this union. And when he says that the mills are
running at 101 percent eapacity. we believe him.

Senator Packwoon. That’s your source ?

Mr. Brmars. That's one source.

Senator Packwoon. What’s your other source?

Mr. Brmmaes. Well, what we say in here, the president of Weyer-
hacuser Lumber Co. That’s a pretty big outfit. We didn’t think they
‘were kidding.

If they weren’t telling us the facts then, of course, our statement
is wirong. T grant vou that.

Senator Packwoop. The facts on present production aren’t dis-
puted. But as to whether or not the mills are at their capacity; that
1s quite a different case.
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There have been two studies done, one by Mr. Hal Mayhew, a for-
est products analyst in Portland, and another one by the West Coast
Lumber Inspection Bureau. Both surveys indicate there is ample sur-
plus capacity in the existing plauts in Oregon, Washington, and Cali-
fornia, to take care of most of the logs which are being sent overseas.

Mr. Parks. Senator, when you talk about capac1ty, now, 1 know
there’s been a lot of conﬂlctmg statements on whether or not mills
are operating at capacity. Now, what capac1ty means to one person

may not mean to another. But I do know that in the Portland hear-
ings, and you know, and you have the testimony from a well-estab-
lished, oldtime mill operator in Cregon that owns a plywood mill
and I believe two sawmills, and been in business for 65 years. And
when he tells us, and he told you in his written statement that I
have with me, that you received, that he’s operating from two 10-
hour shifts, and using the other 4 hours for meals and maintenance
on his equipment, and so forth, I can’t say that that guy isn’t run-
ning at full capacity.

Senator Pack woop. That’s right.

Normally, two shifts, 6 days a week would be considered capacity.
Most mills in Oregon and Washington and California are not oper-
ating two shifts, 9 or 10 hours a day, 6 days a week, and they could,
and thev would. if they had access to logs.

Mr. Parxs. Well, vou say that. But I don’t know whether that
would be true or not. because when they're talking about being short
on logs, a mill operator is talking about 2-to-3-vear span of timber
ahead of him. That’s the way they operate. And they’ll all tell yvou
that.

It doesn’t mean that they’ve only got 10 logs left laying out here
in the field and when they saw those thov re all through

That has nothing to do whatsoever with the mill capacities.

Now, there are a lot of reasons for a sawmill operator to maybe
run one shift, those are management problems. I don’t want to get
into those. And F’'m not dlspmmfr vour word when vou say that all
the mills aren’t running at capacity, because I would assume they
aren’'t.

Senator Packwoon. So it appears in the record, Mr. Chairman, let
me read about three paragraphs from the “Survey of Operating Ca-
pacitv in West Coast Lumber and Plywood Plants.” done by Mr.
Hal Mayhew in March of this year. He mailed questionnaires to 347
sawmills about their capacity, returns from 102 sawmills were re-
ceived by March 16—returns from 102 out of 347. Of this total, 54
plants indicated they were running 1 shift or not operating at all.
Close to 75 percent of the mills indicated that they could increase
production by means of 9-hour shifts or 6-day weeks, if logs were
available. Translated to a vearly basis, the reporting mills were pro-
ducing at a vearly rate of 4.4 billion board feet; with an adequate
supplv of logs, thev could increase this to apprmnm‘ltol_\ 6.18 bhillion
board feet, a gain of estimated 1.7 billion board feet, out of the ex-
isting mills. with no additional cap‘wltv having to he built. That’s
out of the 102 that responded. They’re not pm]octod ficures for the
mills that didn’t answer.
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Mr. Parks, Al right. Senator. Let’s assume that that’s correct. I
don’t know, I'm not \\1Hm(r to take that as being the last werd., But
let’s assume that it 1s.

Now. that’s exactly what the administration and President Nixon
did. What did he do? Ile said: *What's going on here? The mills

can’t get logs? Well, we'll alleviate that smumon and we'll make
logs av ailable to all those people so thev can w ork in full capacity.”

And they'll say: “Well. do that immediately.”

Senator Packwoon. They're sayving that at the very same time that
they're cutting the Forest” Service bud(ret for roads and trails from
$1.£0 million to 87 million next vear. And they’re not going to get
the timber out of the forests by eutting the road Ludget in half.

Mr. Parks. I'm not going to argue that pomt 1 don’t see that
point in Senate bill 1033 any place.

Senator Craxsrox. The administration has proposed that as an
alternative to this bill. That’s why it relates to what we’re talking
about. We will have testimony from some northern California mills
that they are at no means oporatnm at C‘lpdCltV because they can’t
get the logs up. They'll come into the hearing later, and we’ll have
an opportunity to hear what they say. If you have any questions
about their testimony. I wish vou'd submit them for us; that is, if
vou're able to stay and hear what they say.

T'd like to ask how many ILWU emplovees in California would
be directly affected by an embargo on the export of logs?

Mr. Brices, T wonldn't think it would be more than 400 or 500,
if that.

Senator Craxston. 400 or 5007

Mr. Brimaes, Yes: at the most. mayvbe 3.000 coastal longshoremen.
g0 it's a relatively small number of jobs. compared to the building
trades,

Senator Packwoon. Let me make sure T have that figure again, be-
cause there's been a lot of different figures being bandied about.

If we had a total ban on the export of logs. and assuming no lum-
ber was shipped at all or exported, we’re talking about a ‘total loss
of 3,000 or 3,500 longshoring jobs?

,\[1. Brimces., Rmht T should mention that in our statement we
have a letter from the Governor of Washington, saving the same
thing on mill capacity. as well as Senator Hatfield.

Senator Craxsrox. Is it yvour conclusion that if an embargo had
heen placed on the shipment of raw logs 1 vear ago, the great in-
crease in lumber prices would still have happened?

Mr. Bringes. Or more yet, and where they are now or gone fur-
ther.

Senator Craxsrox. You really feel that the Japanese purchases
have not been a major factor in the increase in prices?

Mr. Bripees, T'd sav that if the law of supplvy and demand 15
working that has to be a factor, there's no donubt of that. There’s no
doubt that the lumber—the softwood lumber of the west coast—is a
very valuable world commodity in short supply. there’s no doubt of
that.

Q(\n ator Craxstox. T'd like to submit to you some evidence that
we've heen given by homebuilders that relates directly, by their
analysis, to the connection between log exports and increased prices.
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If vour staff could submit to us in writing vour response to the evi-
dence submitted by homebuilders, that would help us to see exactly
what 13 the correlation between exports and prices. If you could sub-
mit that to us for the record, as soon as it 1s convenient, we would
be grateful.

Mr. Brices. We will, and any other thing that you might want
us to submit. we would put our forees to work and get it.

Senator CraxsroN. You don’t dispute the fact that the cost of
homes is golng up very rapidly, do you?

Mr. Brioges. 1 certainly do not. They've gone up too far, so that
most of the people—millions of people in our union that have had
their eve on getting a home, well, they are kind of having second
thoughts about it. That’s the main reason I'm here.

Senater Craxstox. Bob, do you have any further questions?

Senator Packwoon. T have nothing further.

Senator Craxstoy. We have no further questions, I thank you
very, very much for vour presence and your testimony.

[ The complete statement of Mr. Bridges follows:]

STATEMENT oF HArRY BrIpGES, PRESIDENT, INTERNATIONAL LONGSHOREMEN'S
AND WAREHOUSEMEN'S UNION

The arguments advuanced by the proponents of a han on the export of logs
have no basis in fact, are a gross distortion of economic realities and reflect
narrow self-interests. The ban, if imposed, will dramatically worsen our al-
ready precarious foreign trade position, adversely affect American consumers,
and create financial havoce for thousands of American workers, The Interna-
tional Longshoremen's and Warehoasemen's Union opposes the efforts to han
log exports as advocated by Senators Packwood, Cranston and Churech in Sen-
ate Bill 1033.

If it were true. as its proponents argue, that a ban on the export of logs
would lower lumber prices and housing costs 1n the US, and increase the work
opportunity for sawmill and construction workers, then the ILWU would have
a different position on this Issue and not be before this Committee today. We
have not seen one documented xhred of evidence to indicate or prove that ei-
ther of these allegations are correct. Before a dramatic step such as banning
the export of g« is taken, a step which has many grave implications, it is im-
perative that the advocites of such a move prove their case to the American
public. We believe that they cannont,

INTERNATIONAL TRADE AND MONETARY AFFAIRS

Twice since December 1971 the US government has found it necessary to de-
value the dollar in international monetary dealings, thus inecreasing the co<t of
living for US consumers. Foreign imports sold in the US have become more
expensive, and vroducts made in the US which contain components ar ingredi-
ents purchased abroad have also inereased in price. What is more, devaluation
has encouraged US manufacturers to raise the prices of goods which have
been in competition with imported produets.

Without going into an elaborate explanation of international monetary af-
fairs, it is clear that devalnation stems from certain actions taken domesti-
cally . (1) continuned inflation in the prices of Anierican-made goods, (2) for-
eign investments made by US capitalists and military expenditures abroad by
the TS government. (3) and a growth of exports slower than that of imports,

To the degree that the rate of growth of exports has lagged behind the rate
of growth in imports, it is totally irrational to now urge that exports he cnt,
thus worsening the trade deficit. Protectionists have fired their biggest guns at
the Japanese, In 1972, our trade deficit with Japan alone accounted for nearly
two-thirds of our total trade deficit. The one bright spot in the picture is that
the Japanese were able to purchase more than $400 million worth of US logs.

Late in 1972 Japan reduced certain barriers to US exports to Japan. Tt less-
ened restrictions on some 80 percent of all taxable items entering the country,
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and announced at the same time that it had adopted procedures to restraint
sales of Japan's fastest selling exports.

To now place an embargo on the export of logs, which accounted for about 7
percent of US exports to Japan in 1972, would obliterate one major advantage
we have in dealing with the Japanese, and, more important, invite Japanese
retaliation against other products they are now or might in the future import
from the US.

American consumers and workers will get left holding the bag for the gross
distortions in trade caused by a ban on the export of logs. Prices would be ad-
versely affected on hundreds of products, and jobs are threatened in a wide
variety of industries involved in both the import and export trades. Even ex-
luding retaliation, if that is possible, log export restrictions will deprive the
US of millions of dollars in trade and aggravate the balance of payments
problem even further. We should be talking today about how we increase our
exports to Japan instead of limiting thera.

THE COST OF HOUBING

The proponents of a ban on log exports have argued that housing costs have
soared because of 1og exports. Although this allegation has received wide pub-
licity in the press, it suffers from lack of documentation. At most, the increase
in the cost of housing attributable to log exports is infinitesimal, probably not
even measurable. Moreover, there is ample reason to believe that a ban on the
export of logs will raise lumber prices, and thus increase the costs of housing.

Reputable economists have long held that spiralling housing costs are in the
main attributable to higher land costs and increased interests rates. As aca-
demic economists Behman and Codella have pointed out (“Wage Rates and
Housing Prices”, Industrial Relaiions, ¥ebruary 1971, pp. 86-104) : “As shown

., for each year studied, the 1nain relative influence on the price of houses
across the standard metropolitan areas was in the site price of the house. . ..
The evidence presented . . . is consistent with the observation made by the
IKaiser Committee regarding the importance of land prices in the pricing of
houses.”

AFL-CIO economist Nat Goldfinger {(“The Myth of Housing Costs”, The
American Federationist, December 1969, pp. 1-6) identifies financing costs and
land prices as the “key issues” in higher housing costs. Goldfinger notes that
land and financing costs, when combined, rose from 16 percent of the price of
a house in 19 to 31 percent in 1969. le notes, “the soaring trend of interest
rates is pricing an increasing percentage of families out of the market for sin-
gle family homes and new apartments. Skyrocketing interest rates have in-
creased costs to home huilders, prices and monthly payments to home buyers,
and rents to those who seek new apartments.”

Finally. Michael E. Stone, writing in Society Magezine (July 1972) points
out where housing price increases are really coming from :

“The most rapidly rising components of housing costs in recent years have
actually been land costs, financing charges and closing costs. During the last
few decades land has been the fastest rising major element in the cost of new
housing,

* * * L 3 * * *

“As land prices rise, thiere is a multiplier effect on total construction costs,
Developers generally tend to put more expensive or larger houses on higher-
priced land. In addition, increases in land prices are generally related to in-
creases in honsing demand and housing prices. As the value of housing goes
up. the value of hoth occupied and potentially occupied land also goes up. To
the extent that land speculation is financed by mortgage borrowing, lenders
contribute to and profit from inereased land values. (These quotes are taken
from a report on the Stone article carried in the Fast Bay Labor Journal, Au-
gust 4, 1972, the officinal publication of the &]am?dq Countv Central L‘ll)(}
Couneil, AFL—(‘I() )y

These facts, when combined mth the smrp rise in lmuqmg :tartq in ﬂm lnst
two years which have taxed the productive capacities of milis throughout the
nation, are what lie at the root of the housing cost erisis. To the degree that
lumber prices may vary wildly from month to month, the Wall Strect Journal
(March 5, 1473) attributes the recent price surge to (1) sustained demand for
wood produets, (2) the relaxation of controls under Phase 3, and (3) a rail
car shortage that has kept some lnmber from Eastern markets,
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Some advocates of export controls have argued that exports have limited the
availability of lumber for domestic uses. Again, where are the facts to support
that contention? US log exports accounted for 5.69 percent of US softwood
output in 1972, only very slightly more than was exported in 1968 and 1970,
and a large majority of those exports were western hemlock, not the douglas
fir which is preferred on the domestic market, Most important to recognize is
that domestic mills are already worked to capacity. No less an expert than
Senator Mark Hatfield noted in March 1973 that “Housing starts have leaped . . .
with a corresponding increase in demand for timber products. The result
has been the full-capacity production of most mills in the Northwest. In the
state of Washington, for crample, which contributcd nearly 84% of the log ex-
ports last ycar, sawmills operatcd at more than 101% capacity’’ (emphasis
added). George I1. Weyerhaeuser, the President of Weyerhaeuser has said
(February 27, 1573), “The tremendous present home-building demand, pulling
against inadequate available manufacturing capacity in the US and Canada,
has caused the market-price increases.” Hatfield adds, “Thus am embargo on
all log exports would not solve our timber supply problems, particularly as
they relate to homebuilders and small to medium-sized sawmills.”” In short, the
ban on log exports will in no way expand mill capacity and output, the crucial
variables in the supply equation.

We fear, us do others in the logging aud lumber industry, that a ban on ex-
ports will have precisely the opposite effect on finished lumber prices, raise
rather than lower them. Washington Governor Daniel J. Evans, in a letter to
Representative Julia Butler Ilansen on February 20, 1973, says, “If we remove
our logs or lumber and plywood from the foreign markets, competition from
these foreign markets for wood from Canada will increase. With increased de-
mand on the Canadian wood we would be forced to buy less; thus, still not
meeting our need in wood supply or price.” He concludes his letter with the
flat statement: “I am not in favor of an embargo on logs, plywood or lumber.”

Giiven, the argument goes, that we are now working at capacity in the mills,
and if we eliminate log exports to Japan, one or two eventualities are per-
fectly predictable. One, Canadian mills which can row cut logs to Japanese
specifications and which also supplied 22 percent of domestic consumption in
1972, will be encouraged to divert their productive capacity away from the
American market to the potentially more lucrative Japanese market, This will
lessen the supply of finished lumber available in the U8, and thus tend to
drive up the prices which can be obtained by domestic mills already operating
at or near full capacity. Or, two, US mills will divert a certain proportion of
their output to meet the generous demands of the Japanese market, thus limit-
ing the supply available domestically, and putting them in perfect position to
increase their profit marging at will,

Melvin M. Stewart, President of Seattle Stevedore Co., points out in his let-
ter to the Business Editor of the Seattle Post-Intelligencer (March 31, 1973),
private non-timber owning interests want the best of two worlds, “(1) no com-
petition on price for the raw material and (2) no price control of the end
product, lumber or plywood.” And Weyerhaeuser Co., in a recent publication
(entiiled “The Impact of Log Exports: A Synopsis”) states, “The assumption,
and it is correct, is that an export ban would cause Washington log and tim-
her prices to drop. Such a situation. coupled with the even higher product
prices that would result from a log export ban, would present thege mills with
the best of all possible worlds—rising prices for their produets. and dropping
prices for their raw material, with profit margins improving rapidly as income
increased and costs decreased.” (See also article by Gerd Wilcke, New York
Times, March 30, 1973, and article by Clarence Rosenbaum, Journal of Com-
meree, Mareh 29, 1973.) in Short. while a log embargo might conceivably lower
the price of logs, it will not bring about lower lumber prices, and is likely, in
fact, to raise them. No relief is in sight for the homebuyer if this route is cho-
sen. - : - . ‘ : : ‘ ‘ ‘ ‘

The advocates of a han on log exports have argued that cutting hack on
exports and so increasing domestic supplies will bring lower lumber prices.
Conversely, they argue, log exports mean higher lnmber prices. What are the
facts?

n 1969 log exports deciined 23% from 1968, but lumber prices increased
12,17, Tn 1970, log exports went up 13.4%, but lumber prices went down
13.6%. In 1971, log exports fell off 19.4%. hut lumber prices went up 19.2%.
Only in 19,2 did log exports and lumber prices both increase. Clearly, the one-
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vear experience of 1972 is not suflicient proof of the cause and effect relation-
ship attributed to exports and prices. Figures from thie three years preceding
1972 refute the argument that ban advocates are trying to make. (Price
figures from Wholesale Price Index, US Department of Labor, Bureau of
Labor Scatistics; Log Exports from U.8. Forest Service reports.)

What is more, there was a “ban” on log exports in July, August, and Sep-
tember 1971. No icgs were shipped out of West Coast ports. In July 1971 the
price index for lumber rose to 1425 over June 1971, It went up again in
August to 146.7, and up again in September to 146.8. Only after the export
“ban” was lifted in October 1971 did lumber prices go down—to 142.7 in Octo-
ber and 141.9 in November.

And what are we to make of the fact that lumber from the South has per-
sistently increased in price even though none of it is exported?

I am well aware that Senators Cranston and Packwood came to a com-
pletely contrary conclusion in their letter to President Nixon of February 1973,
to wit: “Due in large part to the volume of exports of softwood logs and
Ilumber to Japan, lumber prices have soared in the past year.”

IMPACT OF BAN ON COMMUNXNITIES IN THE NORTHWEST

To again quote from Governor Evans’ letter to Representative llansen of
February 20, 1973:

“If action is taken to eliminate log export. all we will have done after the
economic and political maneuvering is finished. is damage an estabiished and
vital segment of Washington's forest industry. Log exports supplied needed
employment during the wood industrg employment declines cf 1967, 1970 and
1071. When Washington was reeling under the impact of a reduction in aero-
space and domestic forest industry decline. longshoring, logging and associated
export activities supplied much needed employment,

“The idea of foreign trade restrictions greatly concerns me, Presently, one
job in ten in Washington State is associated with foreign trade. If we're will-
ing to seriounsly consider restricting the export of one of our products (logs),
thix may set a precedent for similar action on other expert commaodities. This
may have a damaging impact on future export sale of our aireraff, grain, other
agricultural commodities, special bio-medical equipment, light and medium
machinery and such. Their net effect gave Washington State a $433 million
positive balance of trade in 1972."

housands of jobs would be lost for workers in the Pacifie Northwest if log
exports were to be banned., with no commensurate increases in employment
opportunity in the sawmill or construction industries, In Washington alone it is
reliably estimated that some 8,000 jobs would be lost direetly, and another
S.000 lost indirectly, Though total job loss would be less in the states of
Oregon and California, the nation can ill afford any decline in employment at
all.

Entire communities might be wiped out if the log export ban passes: others
wonld obviously be bhard hit. Here's what soule people in Aberdeen, Washing-
ton are saying:

Joe Tolemi, independent grocer: “If they cut out the log exports, thousands
of jobs will go down the drain, all lines of business will be hurt. A solution
must he worked out to make logs available to the mills if they don't have
them. But the answer isn't cutting out the exports.”

Calvin Lyons. independent truck driver: A log export ban ‘“‘would cripple the
c¢ity. Ther might as well put a gate across the highway at Olvmpia and detonr
all traffic to Portland.” Asked what would happen to Lis truck if exports stop,
he replied. “I'd eat it.”

William Claxon, operations manager Port of Grays Harbor: “From 1.000 to
1.500 people would be thrown out of work immediately ; eventually these'd bhe
2000 ta 3,000 jobs lost. A lot of service-type business would fail.” Claxon esti-
mates the financial impact on the local community through direct job loss at |
{18 million; $25 million indivectly.

Judy Carmen. wife of a longshoreman: “Loxing the logs would mean losing
our home, our truck and canopy for family vacations, We have two kids grad-
miting froia high school and one in junior high. We came here from the mines
when they closed aown.”™

When offered the opportunity to vote on the issue of banning the export of
loge from state-owned land in Washington, the citizens there on November 5,
1968 voted to dump Initiative 32 and thus not curtail the export.
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Obviously, longshere employment is immediately affected by a ban on log
exports—3,000 jobs might be lost in the Pacific Northwest, and the earnings of
3.000 workers lost to the communities in which they reside. 100 percent of the
work in thie ports of Rainier, Bandon, Olympia, Port Gamble, and Raymond is
dependent on the frade in lumber and logs. Ports with percentages of work
opportunity of from 24 to 97 percent dependent on logs and lumber include
Vancouver, Longview, Astoria, Newport, Mapleton, North Bend, Gold Beach,
Anicortes, Beliingham, Everett, Aberdeen, Port Angeles, and 'Tacoma,

In addition. under the DIacific Coast Longshore Agreement where we have
coastwide registration, men in depressed ports have the opportunity to transfer
to larger ports. With work opportunity already on the decline in most other
ports on the West Coast, Nortliwest dockers possibly seeking employment in
major ports such as Los Angeles, San Francisco. Portland, and Seattle will
impose a substantial burden on men already working in those ports. We'll
have to share the poverty.

What's more, a ban on log exports will adversely affect work opportunity in
Last Coast ports. We quote from a letter of March 26, 1973 to Senator Harri-
sont A\, Williams, Jr. from L. J. Osterhage, Weyerhaeuser Company Manager,
Lastern Saleg Zone:

“When you think of the hundreds, most certainly thousands of people back
here on *he East Coast who would be impacted adversely by a ecutoff of log
exports from Oregon and mainly Washington (82% from there) due to a prob-
able drying up of intercoastal Canadian shipments and/or even more inflated
lumber prices (again, over 80%% of the waterborne shipments here originate in
British Columbia) the seriousness is evident. Besides our own operations and
people in New Jersey and up and down the coast, all of our competitors, custo-
mers (retail lumber dealers, industrials) longshoremen and home builders
would feel it sooner or later.”

CONCLUBION

In this statement we've dwelled on the apparent contradietions espoused by
the proponents of a ban on log exports. We have tried as best we are able to
point out such contradictions in this statement. We have attempted to present
facis end rational analysis.

The Internationai Longshoiremen's and Warehousemen's Union has long
argued that every single American has the right to adequate housing, regard-
less of income. We have continually supported every step taken to provide
housing in America. We join with all of those in America who ery out that
housing is too expensive, that in this economy it is inexcusable that Americans
should be condemned to urban ghettoes and rural squalor. We have consist-
ently joined forces wi'h groups seeking an end to the housing crisis, and
oppose the moratorium on low-cost housing.

A ban on log exports will worsen our trade deficict with Japan rather than
improve it.

A ban on log exports will aggravate US interpational monetary problems
rather than help solve them.

A ban on log exports will likely raise the costs of lumber and housing
rather than lower them.

A ban on log exports will greatly damage communities in the Pacific North-
west rather than Lelp then.

A ban on log exports will create substantial unemployment rather than add
jobs,

We are convinced that 8. 1033 will rot serve the best interests of the people.
It could well reward a handful of mill operators and homebuilders at the
expense of American consumers. We are convinced that America can meet its
housing needs and supply export markets, if only we can get a handle on the
machinations of the financial manipulators who dominate the homebuilding
industry. That is the problem, not the export of logs.

[From the Wall Street Journal, Apr. 16, 1973]
REVIEW AXD OUTLOOK
FINE-TUNING JAPAXN

One after another, ideas on how to smooth out the business eycle founder on
the politics of Washington, Congress soured on the idea of raising and lower-
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ing taxes as a means of dampening booms and cushioning recessions. Nor does
it seem to like the notion of leaving taxes fixed while moving federal spending
up and down along a calibrated *“full employment” path. And the Federal
Reserve finds it both politically and technically difficult to hold money growth
on a steady course.

Now there is a new, politically appetizing fad on how to fine-tune the econ-
omy. The idea is that during rececssions Japan should stop exporting so much
to us, thereby opening up more jobs to U.S. workers; thus, the “voluntary”
steel and textile agreements. Conversely, during a boom, as at present, Japan
should be made to stop importing so much from us, thereby relieving inflation-
ary pressures here and permitting the boom to continue painlessly.

This seems to be the reasoning behind Sen., Robert Packwood's bill to cut oif
log exports to Japan. If lumber prices are soaring, causing headaches in the
housing, paper and furniture industries, why sell all those logs to foreigners?
Indeed, the Oregon Republican would gradually make the export ban perma-
nent, so U.8S. consumers will be able to enjoy the resulting lower lumber prices
on a perpetual basis.

Aside from the diplomatic strains with Japan this would produce, the Pack-
woo - solution—like so many of the simple, politically attractice panaceas now
popuiar in Washington—would be economically destructive. The homebuilders,
paper people, and furniture manufacturers would get less lumber at higher
prices. And the United States would lose a lucrative three-way trade in logs
and lumber with Japan and Canada that is now a boon not only to the U.S.
balance of payments but also to the U.S. consumer.

As it happens, the logs Japan buys come mainly from the state of Washing-
ton, which originated 82% of all U.S. log exports last year. If the logs were
not sold to Japan they would not be harvested. This is because it is uneco-
nomic to truck logs more than 150 miles to be processed and the saw mills in
Washington are running at peak capacity. A relatively small number of logs
would be diverted from Japan to the saw mills of Oregon, which are not run-
ning at capacity because they can’t get what they need from the federal for-
ests.

But this drop in the bucket would be overwhelmed by other forces that
would be turned loose by an export ban. Log and lumber prices would soar in
Japan, which would turn to British Columbia for logs and to Canada and the
United States for lumber. Canadian lumber exports to the U.S. would be
diverted to Japan and prices of U.S. lumber would be bid up higher by the
Japanese, leaving U.S. consumers in worse shape than they were to begin with.
The only beneficiaries would be the Oregon saw mill operators and the Sierra
Club, which doesn't want anybody to cut down trees.

It's hard to imagine the United States would also bust up an incredibly
advantageous trade in logs and lumber with Japan and Canada, which we owe
to geography and Japan’s taste for Washington’s western hemlock. This yvear's
estimate is that Japan will buy $500 million in U.S. logs and the United States
will buy an equal volume of lumber from Canada for $400 million. Japan,
though, may not *‘voluntarily” limit its U.S. log imports to avoid direct action
by Congress.

While we can’t believe Congress would be so foolish as to plunge ahead on
such a destructive path, stranger things have happened on Capitol Hill of late.
The control-happy House Banking Committee has already voted to bar all log
exports from government forests west of the Rocky Mountains. But even if
Congress controls itself on this issue, it does no good to even foster the notion
that U.8. economic problems are made in Japan, and that its eoonomv should
be fine-tuned to suit us, U.S. economic woes are made in the U.S.A, for the
most part in Washington, D.C.

NEWS Release : AFL~CIO, Department of Public Relations.
APRIL 10, 1973.

AFL-CIO President George Meany today made the following comment on
the testimony of the Secretary of Labor before the General T.abor Subcommit-
tee of the House Committee on Education and Labor on amendments to the
Fair Labhor Standards Act

As trade unionists, we are shocked at Secretary Brennans performance
today. In his very ﬁrqt appearance on legislation before a congressional com-
mittee. this life-long union man presented the discredited line of the United
States Chamber of Commerce,
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His testimony today is a direct reversal of the views he expressed on Janu-
ary 18, when he sought the support of the Senate committee for his confirma-
tion. Then, Brennan said :

“I bolieve in a realistic and adequate (minimum) wage. I am awsare of the
problem of youngsters, many of whom have to pay their way through school,
but I am fearful if we have a difference of wages with the youngsters and
their fathers in the area where minimum wage is so important, this could
create problems.”

Senator Taft asked, “How do you feel about the youth differential ?”

In answer, Brennan said: ¢, . . If they are going to perform the same
duties, the same responsibilities, I do not see why there should be any differ-
ence in the rate.”

On January 18 Senator Taft asked: “On the coverage questions involved in
minimum wage, do you think that the Fair Labor Standards Act should be
extended to cover State and municipal employees?”

Brennan answered : “I think so.”

Today, Brennan managed to present a bill worse than that presented last
year on behalf of the Administration,

Specifically, Brennan would :

1. Worsen the Administration’s sub-minimum wage for teenagers, which
would result in employers firing fathers to hire sons, by extending the exemp-
tion from 18 to 20 years.

2. Cut the proposed initial minimum rate from last year’s meager proposal.
Senator CransToN. We’ll now hear from a panel, John Clark,
president of the State Association of Homebuilders, Dean Morrison,
president of Morrison Homes, of Oakland, Calif., Thurston Shinn,
also of the State association.
- Thank you very much for your presence. We’re delighted to have
you with us.

STATEMENTS OF JOHN B. CLARK, JR., PRESIDENT, CALIFORNIA
BUILDERS COUNCIL; DEAN MORRISON, PRESIDENT, MORRISON
HOXES, AND THUKRSTON A. SHINN, PRESIDENT, BUILDING IN-
DUSTRY ASSOCIATION OF CALIFORNIA

Mr. Crark. Gentlemen, I'm John B. Clark, Jr., president of the
California Builders Council, a statewide organization composed of
10 area builder associations, whose members produce slightly more
than 75 percent of the housing and light construction in the State.

We're greatly concerned and frustrated by the circumstances that
are preventing us from meeting the demand for our products.

We compliment you on your efforts on this problem, and we
pledge our total support in your attempt to find a solution to the
spiraling lumber costs, which are literally pricing us out of the mar-
ket for those most, needing our products.

We believe that Senate Lill 1033 has a defmite long-range possi-
bility of alleviating the problem, but unless we can have an immedi-
ate embargo on all log exports, continuing short supply will drive
prices even higher.

We believe that an immediate embargo. coupled with improved
forest management practices, can return lumber prices to sound levels.

A free enterprise systemn of supply and demand will bring prices
under control, when we can prevent the needs of other countries
from coming before our own domestic needs. o
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Our mills have the capability of meeting our needs. if the logs ave
made available at reasonable prices. And we must stop the inflation-
ary pressures of foreign demand in order to save our own citizens.

Again, I commend you on vour interest in seeking answers to this
problem. Your hearings have revealed many facets of dilemma, and
we eneourage yvou to t.xl\v appropriate action o prevent the clmos
that is threatening us.

Mr. T. A, \hmn the chairman of our lumber committee, has a
statement for vou.

Mr. Sixx. Mre. Chairman, Senator Cranston, and Senator Pack-
wood.

I'm not going to get into the short-range solutions. I think that
Senator Packwood delineated the problems numerically at the begin-
ning.

I'd like to o into some of the long-range solutions, because 1
think an omb'u'ﬂo is a short-range solution.

I think that we have a ]0110' range solution that would be some-
thing that would be of henefit over a long haul.

Tt amazes me to constantly have this yo-yvo, up and down, of the
lumber prices and the supplies. and that they seem to yo-yo relative
to the starts of homes. 1f the starts of homes are down. the interest
continues, price continues, and many things go into the prices.

It amazes me that in our timber cut—our allowable timber cut—we
have not cut the amount that we could. And the back amount that
has not been cut has been accumulated and could be cut. And at the
same time, we have budget cut coming up this vear.

I understand from the National Association of Home Builders in
Washington, D.C.. that there’s actually money in the pipeline for
the Forestry Department. unspent for personnel as well as tech-
niques to increase the cut and to bring the total allowable cut out of
the woods.

I also find 1t strange that a department that sells and returns to
the dopartment three to five times the cost of operating of that de-
partment on the log sales. that that money goes into a general fund.
It does not go back into the depqrtment to get the total allowable
cut that is a crood cut as well as to increase the reforestation, that is
not being done building the roads that are necessary.

It would seem to me that if we would work to our full potential
on the amount of allowable cut that we have, that the profitmaking
amount of that money going back into the department, that we
could supply both our domestic needs and our foreign needs. We
wouldn’t be cutting down anything.

We do not destrov our forests. It iz a product that is built back
in by replanting vear in and yvear out.

We do not cut to the eapacity that we should, nor do we use the
modern methods.

It still amazes me with the money that is available and not used
and the money that could be used, that we could not meet our do-
mestic needs and our foreign needs by simply taking at least half
the profit from the log siles and puttuw it back into the depurtment
and 1ncreasing our cut “all through the entire national forests.

You have a lot of information put to vou. and you are well-versed
on what the facts are. It would not be up to me to belabor that
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point. T am a very small builder. I build 32 to 4C homes a year. I'm
building a house right now—a series of houses in the Casa Blanca
arca of South City at Riverside. And a rise of just a couple of
hundred dollars in my houses. in the prices, have actually caused
people not to be able to qualify in the area I'm building in, which is
a Mexican-American area: 81200 puts it completely out of reach.

Now. out of my total traflic for sales in my houses, which would
be about 175 people over a perind of 3 months, only two have been
able to qualify. And they very narrowly did.

The prices on my houses have risen—for the 32 houses—in the
short period of 3 months. something like $16,000 for 32 houses. $500
a house.

Now, when you're talking about $1.200 increase per house, yvou're
pricing people completely out of the house that can't hardly stand a
=109 increase,

Like I say. I'm a small builder.

You have our information before you, you have my statement.

Thank you.
[ The full statements of Mr. Clark and Mr. Shinn follows:]

STATEMENT OF Jou N B. CLARK, JRr.,, PRESIDENT OF ("ALIFORNIA BUILDERS
Cou~NciL

I am Joln Clark, President of the California Builders Council, a statewide
organization composed of 10 area Builder Associations within the State of Cal-
ifornia, Our members produce approximately 75¢% of the housing and light
construction in the State of California.

The California Builders Council is an organization rvepresenting the home
building industry in this state. Becacuse housing producers use such a large
share of lumber, plywood and other wood products, our industry has been
heavily hit by the recent severe shortages in the supply of lumber and ply-
wood and the rapidly rising prices of these items. Our industry is deeply con-
cerned over the inflationary impact these rising lumber and plywood prices are
having on the cost of providing shelter, and we believe that every reasonable
step must be taken to preserve this important natural resource in order that
these materials may be obtained at reasonable prices to meet the housing
needs of our people.

Therefore, we request assistance through any reasonable means at your dis-
posal to take action to curtail shipment of logs overseas and to increase the
cut on Forest Service lands to reduce the shortage of softwood logs, lumber
and plywood.

Unlike many other products where the cost of manufacture is the principal
determinant of price, the price of lumber and plywood is heavily affected by
supply and demand. Thus, the shortage in the supply of logs, lumber and ply-
wood is vividly reflected in the skyrocketing prices of these items over the
past two years.

MILL PRICES

One excellent indicator of heavy demand for lumber and plywood is the spir-
alling mill price of framing lumber and plywood at West Coast mills. A 104%
increase in Green Douglas Fir 2 x 4's in the two years between February 1971
and February 1973; a 90.2¢% increase in kiln dried Hemlock and Fir 2 x 4's
during this periond ; and a 102% increase in 14? exterior plywood. Thig rise has
hecome even more severe as inventories of these materials virtually disappear
and we enter g third vear of high demand. Average weekly mill prices in Jan-
uary, February and early Mareh of this year alone have increased 24¢. for

Lkiln dried Hemlock and Fir 2xs'« 179% on 1.7 plywood, and 66- on 14”7 .

«anded plywood.
RETAXL PRICES

Similar, if not steeper, increases have occurred at the retail level where
most houle builders acguire their lumber and plywood. Our Association mem-

W4 SO0 —T 00
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bers from all over the State are reporting price increases of tremendens pro-
portions on essential wood materials for housing construction. In an effort to
identify the extent of the problem, our Association surveyed its (nLenbeership to
identify the extent of these increases in the past two years. Ser-cced data
from this survey also includes details, substantial price increases throughout
the State and one report that 15”7 plywood increased in price by 190.7%0
between mid-August 1971 and mid-January 1973.

STUMPAGE PRICES

According to 1970 figures published by the National Forest Iroducts Associa-
tion, about 319z of the total volume of softwod timber harvested is cut from
land owned by the United States Government. It is sold to buyers by auction.
Heavy demand for lumber and plywood and shortages of supply affect the
prices hid and paid for Federal timber. These stumpage prices provide an
excellent barometer of rapidly rising prices for all timber cut from both public
and private lands. As with wholesale and retail prices of Jumber and plywood,
there have been marked jumps in stumpage prices paid for timber on Federal
forest lands.

Not only do these soaring prices reflect a severe shortage of supply for all
domestic uses from hoth publie and private lands, but rapidly rising timber,
finished lumber and plywood prices have the psychological effect of encourag-
ing keen competition and abnormally high bids at Federal aurctions and. as
well, high offers for nonfederally owned timber. Additionally, with respect to
privately owned timber, acceelerating price increases encourage the withholding
of timber from sale in anticipation of even higher prices in times to come.

According to the latest figures available (through the third quarter of 1972),
stumpage prices jumped by 879 between 1971 and 1972, Monthly stumpage
prices for 1972 in the Douglas Fir Region of our Federal forests provide a
better view of the inereasing competition for a limited supply of logs whieh
has, in recent months, driven stumpage prices to an all-time bigh. In one
montl, between November and December of 1972, the price jumped by 40,
Whereas the top bid had been $40 to &30 per thousand board feet in the first
three quarters of 1972, it began to rise in the fourth quarter, reaching a level
of 884,25 in December. Competition for these logs was <o keen that in Novem-
ber, buyers were willing to pay $16.20 above the advertised price, and in
December they paid $33.43 above this price. In earlier months, the range was
only $4 to 89 above the advertised price. It was late in 1972 that purchasing
activity for export purposes began to accelerate, driving the price of timber
from public and private sources skyward.

SUPPLY PROJECTIONS

Work by the Department of Agriculture in preparing its repo-t on the “Onut-
look for Timber in the United States, a Report of the Findings of the 1970
Timber Review"” (Review Draft, issued December 1972), further verifies the
proportions of the supply shortage, and shows that our nation can look for-
waxd only to further problems in meeting domestic demand. The Report char-
acterizes the softwood sawtimber supply problem “as the most serious and
immediate.”” Tts projections of future supply indicate substantial shortfalls in
timber supplies iIn the forthecoming years, and increasingly heavy reliance on
imports of lumber.

Adding to the shortness of supply resulting from present heavy demand and
the prospects for even greater demands in the years to come is the fact that,
because of various pressures for other uses of forest lands, the future timber
growing base in this conntry has begun to dwindle. The Report projects a con-
tinuation of this trend, snd shows that our nation is inereasingly becoming
unable to suppiy timber to fulfill its own needs.

IMPORTS

. Because of the severe shortage of supply of lumber and plywood from
domestic sources, our imports of these materials have shown a marked
increase. Whereas we had heen importing 4 to 5 billion board feet of softwond
Inmber in the 1960’ which represented about 1397 of our consumption, we
imported 7.2 billion in 1971 and nearly 9 billion in 1972, This 9 billion board
feet represents about 22%¢ of United States lumber consumption.
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Current exports of softwood logs and lumber are abnormally high and are
fnusing an excessive drain on the nation’s supply of these materials. Dexpite
increasingly heavy demands for lumber and plywood at home to supply the
higgh rate of construction activity, exports of softwood lumber and logs have
not decreased to compensuate. In faet, they are increasing substantially and
have heightened the critical problem posed by a lumber and plywood shortage.
Softwood log exports, for instance, averaged 242 billion board feet in 1968
through 1971. They increased by 2657, to 3.05 billion board feet in 1972, a year
of record housing production. Exports have continued to rise, as exemplified by
the most recently available figures, which indicate that January, 1973, exports
were 26% above January 1972 exports. Prior to 1968 exports were considerably
lower. They were only 453 million board feet ten years ago in 1962,

RECENT ACTIVITY

Of particular significance is the stepped-up purchasing activity of Japanese
log buyers in late 1972 and early 1973, Spurred by a building boom and lumber
shortage in Japan, Japanese buyvers are frantically vying for American logs. In
s0 doing, they are paying exhorbitant prices, making competition for logs for
domestic use even more keen, and impaiving the wood products industry’s pres-
ent and future ability to supply lumber, plywood. and other wood products for
domestic housing needs at reasonable prices. In 1972 exports to Japan repre-
sented 8% of all log exports, with the remainder spread thinly throughout
the world.

However, an examination of what is happening at auctions for timber to he
cut off of Federal lands sheds some light on the extent and serious impact on
prices of foreign buying pressures. Total timber sales to foreign purchasers
from Federal lands is restricted by law, however, all sales arve open to pur-
chasers buying for export purposes. Thus, reports of bidding activity and the
ever increasing top bids for Federal timber provides a valid indication of the
impact on price and supply of abnormally high foreign demand both for Feder-
ally owned timber and all other timber.

FEDERAL TIMBLR SUPPLY

The Agriculture Department's “Report of the Findings of the 1970 Timber
Review" states that demand for softwdod timber is projected to rise above sus-
tainable softwood log harvests by a wide margin ynder enrrent levels of forest
management. Softwoods needed for lumber and plywood for housing, other con-
straction and various other markets is; according to the Report, our most seri-
ous timber supply problem.

The shortage of supply is heightened by the fact that the actual harvest
from Federal forest lands, representing about one-third of the supply of seft-
woaotd sawtimber, falls substantially below the allowable cat each year. The al-
lowable ent has remained fairly constant through the years, but the shortfall
has recently been increasing, Several reasons are given for the widening dis-
parity between the allowable cut and actual salex, inclnding resistance hy envi-
ronmentally oriented organizations to the use of our forest lands for lumber
production and insutlicient funds for forest management. Perhaps these and
other impediments to a fuller use of our forests will be reconcited in the fu-
ture, but as things now stand. our nation fuaces a dwindling supply base of this
raw material and vital natural resonrce. ’

Curtailment of log, lTumber and plywooed exports would reduce the inflation-
ary impact on the economy of high lumber and lumber produects prices. Spirall-
ing lumber and plywood prices have already been diseussed and demonstrated
in detail. These increases, which are far above cur nation's anti-inflationary
goals and guidelines. have tiken place daring a period in which our economy
has been subject to strict wage and price controls under the Economie Stabili-
zation Act of 1970, For many reasons lumber and plywood prices have not re-
sponded to Federal guidelines as did the price of many other goods and sery-
ices. On top of this failure of lumber and plywood prices to adhere to
restriaints, various changes in regulations issued under Phase 11T of the Previ-
dent’'s efforts to control the economy, which hegan in January and their inter
pretation have permitted Inmber and plywood prices to undergo even sharper
inereases.

The inflationary impact on housing prices of these increases has been very
severe. Because it constitutes so large a percentage of the cost of building a
new home, about 1852 to 20% of the total cost of the average house, signifi-
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cant increases in lumber and plywood prices have a direct, immediate impact
on the cost of housing. In addition, the price increase in lumber and lumber
products is far in excess of that for other materials which go into the struc-
ture of a home or apartment.

Stabilization of lumber prices, holding the line on housing costs, and achiev-
ing our housing goals are of primary importance. As a nation, we are firmly
committed to decent, safe and sanitary housing and a suitable living environ-
ment for all Americans. The history of Federal housing legislution amply dem-
onstrates the high priority we have placed on meeting that commitment. It
also shows a particularly strong concern for and attention {o the housing
needs of those of low and moderate income through the establishment of var-
ious assistance programs to bring housing costs within the reach of more
American families.

Our national housing goals relate to both quality and quantity of shelter
needed by American families. In 1949 Congress established the policy that
there should be a decent home and a suitable living environment for all Amer-
fcanx, Thix goal home and a suitable living environment for all Americans.
This goal was re-emphasized and quantified in 1968 when Congress established
a 10-year goal for achieving the policy stated in 1949 : 26 million units were to
be huilt or rehabilitated, 6 million of these for low and moderate income fami-
lies. The average production to date has been far short of the average of 2.6
million units a year needed to meet the 1968 goals.

These goais have been placed in severe jeopardy by substantial increases in
housing costs brought about to a significant extent by rising lumber prices.
Thus, permitting a limited natural resource, timber, to be siphoned away by
exports to meet the housing and other needs of foreign nations operates in di-
rect conflict with the achievement of our own national housing goals. There is
no question but that priority in allocating this resource must be given to meet-
ing the housing needs of the American people,

STATEMENT OF THURSTON A, SHINN, JR., PRESIDENT, BUILDING INDUSTRY
ASSOCIATION oF CALIFORNIA

Senator Cranston, Senator Packwood, members of the Senate Banking Com-
mittee, I am Thurston A. Shiun, Jr., of Placentia, California. I am a home
builder in Southern California, president of the Building Industry Association
of California, Inc.,, and Chairman of the Lumber Committee for the California
Builders Couneil.

I appear before you today as representative of nearly 4,000 builders and as-
sociates who are the members of the 10 California construction assoeiations
that bhelong to the California Builders Council. These 10 associations are also
members of the National Association of Home Builders which now has a mem-
bership of over 68000. I am sure you are very familiar with NAYB 2and the
lumber crisis as they have been working on this dilemma for the past several
months. Therefore, we wish to take this opportunity of thanking you for al-
lowing us to appear bhefore your Cominittee and hope that remedial measures
will be immediately instigated to help solve our lumber shortage and runaway
prices.

I realize that you have bheen besieged by facts and figures showing you
where the timber is going and why the lumber prices have been spiraling up-
ward. I believe it would be redundant for me to repeat the facts and ifigures,
therefore, I hope to appeal to your sense of responsibility to the Amcrican
homelmyer—especially the low income family homebuyer and to the American
construction man—whether he be union or management—who wants to main-
tain his job.

I realize that $1033 is a hill that would amend the Export Administration
Act of 1969 but the effective date of January 1, 1974 is too long to wait, We
need emergencey legislation now, because low income families are not now able
to, aflerd new homes because of high ecost. We must appeal to you two Sena-
tors tadny in hope that throuzh your efforts the Congress of the United States
will immediately put an embargo on timber exports and take action, This is
what we need today—an embargo as propoxed in 81033.

It is already very late in 1973 if you intend to ward off an economic depres-
sion in the construction industry, in the lumber produeing industry, and in the
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overall economy of our nation. Tahor is faced with critical layoffs and builders
are faced with severe shortages coupled with runaway prices,

We support your Bill 81033 but plead with you to move forward with your
fellow constituents to enact an immediate embargo and effect some immediate
relief.

Next, a solution to the long range problems. Important to the eventual solu-
tion of the problem is the Forest Service, We deal here with factors involving
the Service and approaches that are tikely to be fruitful.

THE SITUATION

1. Construction of access roads and reforestation would be most affected by
proposed buget cuts for fiseal year 1974, Although the impact would be most
heavy 2 to 3 years from now, the immediate psychological etfect would be con-
siderable. Seeing Yess available timber ahead, lumber mills would be reluctant
to over eut or to make capital improvements.

2. Muanpower cuts at the Forest Service have put the agencey at the 1964
manning level, with ¢unother 1,500 individuals <cheduled to go by June 1974,
Thix has naturally affected employee morale, particularly those in tield work
and forest management, Furthermore, this precludes the bringing in of new
and fresh manpower skills and ideas,

3. Continued budget cuts at the Forest Service over the past several years,
coupled with increasing environmental costs for “Impact Statements™ and legal
actions, have resulted in a yield of less timber per budgeted dollar and an im-
pression of growing inefficiency. This makes the Service a target for <till fur-
ther budget cuts, which would make for still lesser yvield of timber. Thisx is a
dizzying spiral downward.

4. Administrative and legal delays have tied up about 1.8 billion board feet
of ~aleable timber.

0. For budget reasons, salvage timber in sizeable guantities has not been
harvested and prepared for sale.

6. Small timber owners have not yielded to entreaties to increase their
stands. Nor has the Service been able to do much to advance technology of
shnutll millers to inercase yield from the log.

7. In the light of reduced sales and budget cuts, millers are operating their
nmills geared to estimated timber siales while taking advantage of high lumber
price possibilities,

SOLUTIONS

1. Concentrate on hiow to expedite the cale of the full allowable cut and the
quick cutting of these sales, Timber sales should be announced 2 years in ad-
sance to spur a feeling of confidence by the industry.

2, Tt appears that currently as much as 25 of the logs =old on the west
coast are being exported. We helieve: that long term policies with regard to
utilization of U.8. resources in tight supply must be carefully studied, Millers,
seeing less available timber in the future will be reluctunt to overcut in time
of high demand. Their desire ix to maintain a relatively <table reserve of
standing timber as a reliable source. Psychology plays a very important part
in the business planmmg of these millers who know from experience that they
need firm log commitments to cover their inventory requirements.

3. The remedies mentioned above are more or less makeshift, The problem is
tong range and deeper solutions must be sought to level the peaks and valleys,
The prospects for housing starts in the foreseeable future required a high hut
sustainable timber yield., With proper forest management such a vield is not
only possible but could be increased. And this, even while continning an active
Wilderness Area and recreation program. Here are «ome considerations:

A, Full support ix needed for the objectives of the Forest Imcentives Act of
1973 (HR 2004, 2005). Tt is estimated this program would plant an additional
4.5 million acres and improve the stand on 6.25 million more acres in the first
10 vears. This conld yield a nseable harvest inereasing to 2.45 billion log feet
annually by that time. The program also benefits the small forest hivider. This
gives him an incentive to perform efliciently.

B. A way must be found to get small mills to nge the new techniques and
equipment, developed by the Forest Service which could inerease useabile iami-
ber from a log by as much as 50%. The larger and more sophisticated millers
use these techniques but many of the xmaller ones don't. If they did they
could increase the uxeable lumber per log foot from 1.2 board feet to as much
as 1.63 or 1.7 bhoard feer. It would require a pilot project and although the
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Service has requested the funds they have never been forthecoming. The project
muxt be pushed—funced and implemented.

SUGGESTED METHODS

Joth <hort and long term yields could be incereased through the following ap-
proaches :

1. To get the yield up, salvage timber could be marketed next year, an esti-
mated 700 million board feet of it,

20 Offer the full legal allowable eut for sale next year, (the FYT74 planned
sale ix approximately 10 million board feet, over 3 below the allowable,) and
sell the allowable cut backlog, (our information is that some 11.8 billion hoard
feet may remain unsold.)

3. Nhift personnel and funds within the Service to get the yield trend
started upward.

4. Adopt a continuous program of sales of salvageable timber, This is a mut-
ter of policy now but funds usnally are not available for offering.

3. Move more rapidly on reforestation: use 2 year seedlings, for example,
rather than waiting for natural replacements,

G. Free up the 1.8 million board feet now delayed for legal or administrative
TeasOns,

7. Consultants should he used fo prepare near term sales until the service is
sufficiently stafTed in the field,

K The 4.5 million acres of Federal land now faliow should be reforested.
Congress has appropriated for this in the past but it scems to he consistantly
stricken from the bhudget later,

THE LONG HAUL

What is really needed i a national commitment toward reasonable, attuina-
hle, and expanding Federal forest yields. The Forest Nervice's hasie plan is
Lkeved to industry faith in properly stated sales goals, continued appropriate
funding and additional personnel, and nost important, an assurance that the
Government believes in these goals, so that the industry accepts them ax cred-
itable and can see sustained yields ahead.

The Forest Service must bhe allowed to use gome or all of their sales reve-
nues for their own operation and espeeinlly to further develop their overall
program. toward crpanded National Forest sales goals. The present system of o
hudget exercise each year coupled with nominal cutbacks is extrewely inefli-
cient. T'nlike other ndgeted programs the Forest Service does return substan-
tinl dollar amounts to the Treasury, usually 3 to 5 times its budget (see
table). It makes no economice senxe to curtail the profit incentivg. .\ precedent
for thix has been established by Congress, Authority for receipts from Reerea-
tional Areax can be used by the Forest Service, although this program as yet
ix not developed, This notion, of course, will probably require legistation and
therefore is not near term. It is important, therefore, that we begin now with
stroug support for this idea in order to get sunch legixlation in the shortest pos-
sinle time, -

As chairman of the CBC Iumber committee, T wish to thank you for the op-
portunity of allowing me to appear before yvou todary.

Financed Actual Allowable Timber Timber sale
volume  volume sold harvest receipts appropriations
(million (million Value of (million dollars dollars

Fiscal vear hoard feet) board feet) stumpage board feet) (mithons) (millions)
10,933 11,511 $198.185.066 12,725 138.8 30.4
12,000 11,383 2:6,014.528 12,993 164.9 30.8
11,800 11,655 208, 603.585 13,060 172.8 34.5
12,289 11,652  274.253.980 12,980 205.6 36.7
12,790 118,931 502, 140.808 13,552 306. 8 39.4
13,690 13,382 317,302.59%4 13,538 283.9 48.5
12,395 10.636  215,299.552 13,674 217.0 55.5
12,395 - 10,340  328,436.311 - 12,631 330.0 © 363:6

18.75 Alaska. ) ) i . o
2 {nctudes Silvaculture examinations not previously inctuded in this appropriation,

Fiscal year 1969-70 Sierra Club suit and other requirements began. tmpact statements began about this time also.



Mr. Crark. Mr. Morrison.

Mr. Morrisoxn. Mr. Chairman and Senator Pftck“ood Even if we
get this embargo, I certainly hope we do, we've got other problems.
And I want to take—becanse this is a long-range problem that's
not going to go away. It's already stated that lumber is in short
supply all over the world.

All vou have to do 1s go to the Middle East and see what’s hap-
pening. Or even go to Japan, where I was last Octobor, and see.

Japan. nlcld(-nt]\. is reforesting and they're not cutting any
lumber. They're importing it qll—pmctlcalh all.

They're also using steel and aluminum.

I went through a plant there, a very large plant, Diwall ITous-
g, It has 13 mets around Japan. Theyv are exporting housing
to Southeast Asia. So our lumber is not only going to take care
of housing in Japan, but also in Southeast Asia.

But 1)(1\1(“1]\ I want to raise the question of why the Forest
Service is on such a starvation budget.

Last yvear, T understand that they collected £325 million for the
timber that was sold—stumpage that was sold on Forest Service
lancdl. Sixty-five pereent of that went into the general fund, and the
rest—and 25 pereent went to the counties where the timber was cut,
less than 10 percent of it went for reforestation. Senator Packwood
gave the figure for making trails and roads, which are necessary
now, not onl\ to get the tnnl)ex but also to protect the forest from
fires and discase.

Now, timber is a crop. although it takes a long time to grow. It
might be 80 to 120 vears.

It we're going to think about our children and our grandchildren,
and not mst what's happening in 1973 or 1974, we've got to reverse
this method of operating the Forest Service. We should treat it like a
crop. We should have people working on the seed. We should have
people working on the diseases, that are killing lots of trees. And we
should improve the yield that we get from our forosts.

Also. this would help to make more—if more money were made
available or were put into a revolving fund, like the Federal High-
wayv Fund. this money could be used o improve recreation facilities
and access of the public to the outdoors, like Mendocino and places
in the States of Oregon and Washington.

T feel that the Forest Service is a stepchild. It doesn’t have a
large constituency. therefore it doesn’t get the money that it should.
So when they put a fow hundred million dollars in the Federal
trades that goes into the general funds. it’s peanuts, when our budg-
ets are in the hundreds of billions.

So this 1s what T would urge: That we try to take a long-range
look at this matter, and really grow timber as a crop.

T was in Israel several years ago. T was amazed to see what they
are doing in the way of removing boulders and rocks as big as this

‘room to reforest their land—land that hasn’t had a tree on it for
centuries.

T’d like to back up a minute to what Senator Packwood said about
(Canada. They are very concerned about husbanding their natural
resources. They realize that there is a shortage of—power shortage,
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and they are limiting the exports of oil and gas to the United
States.

With this concern, they may—with the knowledge of natural
resource depletion—they may hmit the logs or the lumber that is
imported from Canada to the East, which means we'll be bidding
against the Japanese for Canadian supplw& when we do everything
we can, in this country, to retain our natural resource.

T ask you: Would we be exporting our oil and our iron ore and
other things to Japan?

Senator Craxsrox, Thank you. Have you completed ?

Mr. Morrisox. Yes, I have.

Senator Craxston. Thank you very much each of you for your
testimony. I very much appreciate the brevity. The written state-
ments will go into the record.

Bob, do you have any questions?

Senator Packwoon. Your last statement about oil and other natu-
ral resources was very good. Under the Export Control Act, we
have, froin time to time. restricted the export of copper, chrome,
black walnuts, at one time, because there wasnt enough to go
around.

Senator Cranston and I have asked the administration to exercise
the power they have now under the Export Control Act, and they
could restrict the export of logs. They haven’t responded yet. But
any rational policy would normally dictate that you don’t export
raw materials that are in short supply.

Mr. Morrison. I'm concerned, Senator, that there’s no ecologists
here. T think that they would be concerned about what happens to
our forests.

Senator Packwoon. I can assure vou they are. The Sierra Club,
the I'riends of the Earth, and Izzak Walton, are on the side of
restricting log exports. '

T have no questions.

Senator Cransron. Dean, do vou think we should consider a
svstem where there would be an incentive that every time & tree is
cut down it is replaced by a new tree?

Mr. Morrisox. Well, in a general wav. ves. I think that there
would be exceptions, but it certai inly can be done.

I was in Seattle, Wash., as a contmctor and homebuilder during
World War TI, and we were all using, pzactlca]h. second- rrm\\th
Tumber from St. Panl and Tacoma Lumber Co. which is a subsidiar v
of Weverhaeuser. or Simpson Logging, Pope and Talbot that was
all second-growth lumber. Those companies have made meney out of
tree farming. And the Federal Government could do it too, 1 f they
would. And they have been domg it, to a small degree.

But my contention is that it isn’t nearly enough. The Forest Serv-
ice is concerned not only with lumber, but with grazing rights,
cattie, sheep. They have all kinds of duties. and they have a very
small budget for the rapidly growing population that thev have.

Senator Craxstox. Is the frelght car shortage giving you prob-
lems in getting lumber on time?

Mr. Morrisox. No, it is not, but it is in the East. Let me say
though that we are buving—we just signed a 90-day contract to buy
csome lumber, primarily because we want to help. We don't even
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know if we're going to be able to get the lumber. Tf we're building a
home, if vou're commlttud the price goes up $100 or $200, well, you
have to pay it. And you're just out of | business, if you don’t have the
lamber.

Senator Craxston. How do jou handle your pricing, due to the
uncertainty involved in the lumber portion of the price of a home?
Mr. Morrisox. Since we sell a good many homes before they’re
actually started. we guess. And sometimes, we guess wrong. And
could lose money or could take a lesser profit than we really require

to stay in business.

Senator Craxstov, (p to this point, have vou slowed down your
own homebuilding because of the cost?

Mr. Morrisoy. It definitely has hurt building. There are fewer
homes this vear than last year, about 25 percent.

Senator Craxsrox. Isthat because of this situation?

Mr. Morrisox. That's one of the contributing—it's the biggest
contributing factor. There are others.

Senator Craxstoy, How many jobs will that cutback cost in the
building trades?

Mr. Morrisos. Ourselves, I would say, maybe, 20 carpenters and
plus all the subeontractors, and of course, the ill have effect in
the furniture business, the local merchants, and so forth

Senator Craxstox. John. do you have any comparable figures for
the State? Ilow much slowdown has there been thus far in home-
building?

Mr. CLarg. No. sir, Senator, we’ve not been able to pinpoint that
exactly, for the strange circumstance, that California is extremely
wet in the winter season, which has contributed in some way to the
slowdown. And it’s hard for us to pinpoint this particular figure.

But one thing that hasu't been noted here is that the delay in
lumber chlpmonts has stretched the construction period of homes to
a point where the construction interests going on it has helped drive
all the profit out of construction. We find a great loss of subcontrac-
turs. especially those supplying wood products to us on the job site.
The bankrupteies ave inereasing arve at an alarming rate. due to the
stowdown inability to turn their dollar.

Senator Craxstox., Thurston, on page 2 of vour statement you
mention that psvehology playvs an important role in timber pricing
and planning. To what degree do you believe recent price increases
e based on planning amumptmns which are inaccurate in the long
run, if not the short run?

Mr. Sirxy. Well, it's hard to put a figure on that, but T would
say basically with the starts and ovorythmg, probably "about 10 per-
cent for my members. We have 1,400 firms that belong to my asso-

ciation, of which 650 are prime contractors, and 45 percent are in
the merchant industrial field.

But actually, psyehology is a factor because builders are basically
thosc types of people that foliow a trend. And when you move into
an area of building and supply and so forth, they scem to kind of
start a movement, and anyvthing that will come in that will cut back
on the supply of materials for “that area, actually is taken into con-
sideration.
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We found in our association—and this is just a rough estimate we
made by sending onut a questionnaire—that about 10 percent of our
starts in the southern California arca have been abandoned because
of the cost factor on them.

Senator Cransrox. Dean, did you have something else?

Mr. Morrison. Yes, I do I would like you to hmr John O’Brian,
whe is with the Ken Hoffman Construction Co. He has just returned
from 1 days in Oregon, trying to buyv lumber, which he was unable
to buy in California. T'm svre that he ¢an make it quite brief.

Senator Craxsrox. Would you state your name for the record,
please?

Mr. O'Briax. Its John O'Brian, Senator Cranston and Senator
Packwood.

STATEMENT OF JOEN O'BRIAN, KEN HOFFMAN CONSTRUCTION CO.

Mr. O'Briax. In my travels this past week I was fortunate
enough to have the radio tuned in to the—a Dallas station, and 1
did hear almost all of the 6 hours of broadeasting. I really found it
most interesting and most educational. I think if I could have a
wish, I'd wish it were available for the members down here, because
I'm afraid there arc other problems in this that T'm afraid you do
not understand down here.

I am now a large production builder and been with Xen for about
6 vears.

We're going to have about 1,000 houses this year. and they’re
mostly smfr]o Lumly. That means that as a consumer wu'ro about 10
million board feet of lumber and about 6 or T million feet of ply-
wood. that we're a factor in the market.

I ask humbly that the following—it’s much more broad scoped
than this—but I ask humbly that these—all of these considerations
tlmt have been discussed in Portland and Washington, D.C., and
Seattle and so on be given good solid thought. This is not just a
pmblom here for the builder. What the heck, the barn door is open,
we're trving to close it.

But what we’re really tryving to do. I believe, is solve it for the
next 4-yvear cvele. Am I right or wrong ? Correct.

We can’t forget the lndop(\ndontq, the Pete Murphys and the
Clark Millers, who are the backbone of vour States up there, of
Oregon and \Vashingtm:. We cannot.

As we lose these every vear up there, the Ioffman Co. has heard
it, so has Senator Packwood and so has Senator Cranston. when we
lose people like this, it gets fouled up, because they can’t compete,
because we don’t get logs.

We do have a pmblom with labor here, but when Mr. Bridges
talks about 3,000 jobs being lost up there and he throws a stuke in
yvour face ]uat to show vou his muscle, and the day I was in Port-
“land—T left Portland, he threw a strike in your face to illustrate his
mnuscle.

Well, getting back to labor problems, I've got people down here

who are out of work and who can’t afford the houses that they
build.
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And 90 percent of the people who work in Contra Costa County
for the city of Concord or the administration of the county, can’t
afford the house in Contra Costa County. That’s a severe problem.

We've got political pressure facing you from the State of Wash-
ington, becausc they’ve got 12 ports there. And as I heard from the
testimony, there’s one port there that's got $500 million, not exactly,
I think 1t was $485 million, £500 million worth of revenue bonds
that they’re very proud to say that they are not going to stick the
taxpayer with But T believe there’s unbelievable pressure on you, if
they doa™ get logs to export out of the Port of Tacoma, then who is
going to pay for this $500 million worth of revenuc bonds.

Senater Cransron. I'm afraid you're gomg to have to be very
bricf.

Mr. O'Briax, T'd like to summarize briefly that 1f you gentlemen
wish to get a panel of the various people who are i:volved in this
together, to try to get their heads together and solve this problem
for the next evele, T think we ought to have better communication in
our industry with the manufacturers to let them know what our pro-
grams are for the coming vear. We have good crystal balls, we it it
pretty close.

I think we ought to have means where we can solve some of the
problems. Scenator Packwood. that you have in the Ponderosa pine
forests, which are now sitting there idle, because the r.rticle board
industry has taken over the cabinet supply.

I think that these are some of the broad scope and some of the
itricate problems that ought to he thought of in this investigation
and should be discussed to solve the next cvele. The next evele is
oing to hurt.

Senator Craxsrox. T assure vou that we are trving to get at all
aspeets of this, because we know 1t 15 very intricate and very compli-
cated. '

I turn back to vou. Mr. Clark. and ask you if you would comment
on Ilarry Bridges remarks which T call to yvour attention, about how
when exports were down prices went up. Can you explain or com-
ment on those statisties from him?

Mr. Suixy. One of the explanations is that in those vears, 1969
particularly. starts dropped drastically. And there were—was
famber available that was exported. At the same time that these
starts dropped, interest rates went up drastically.

So vou had a supply on the home market that meant that there
were logs available for exporting. and Japan did buy those logs.

Another thing. the logs that Japan buys, some of it is “What we
call sccond-choice Tumber in the United States. That is a tyvpe of
lumber that Japan uses more of than we do, in this country. There-
fore, some of the types of lumber, of the first choice, in this country,
was in short demand, and prices were high, whtlve to the interest

-ates and so forth. So the piices of lumber for that particular area
did go np.

So as a correlation between the two, as to starts and interest rates,
as well as exportation that creates it. So it’s not just a simple fact
that if you export prices go up, if you don’t it goes down. There are
other factors that go into it.
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Senator Craxsron, What do you feel would be the impact on
lumber prices, if we placed an embargo on the export of logs, and
Japan then proeeeded to pm'(-lmso, processed timber from us?

Mr. Suix~y. Well, basically. I think that, in my own opinion, that
this vear—I really feel that m this year my mdustn 1s like a buf-
falo. bull. or o]ophant that has been shot dead, and the only thing
that’s veally keeping us going is the momentum of the w cight of the
animal. And T don’t think that it’s really this vear going to sce ¢ any-
thing that helps us, next vear we will. There 1s a lot of truth n
what M. Bridges stated of supply and demand.

We had a fantastic demand—domestic demand. We had 2.4 mil-
lion starts last vear, which was an alltime record.

Japan had the same problem. So you have both of us competing
for the logs.

If our starts drop off and embargo is on, then prices would drop,
in my opinion.

Senator Craxsron., Thank you very, very much. Jt’s been very
helpful to have vou with us.

Our next witness is Tom MeNamava, president of MeNamara &
Peepe Lamber Co., Crescent City., Calif.

I am delighted to have vou with us. I would appreciate it if yvou
would introduce those who are with you, for the record.

STATEMENTS OF TOM McNAMARA. PRESIDENT. McNAMARA &
PEEPE LUMBER C0., CRESCENT CITY, CALIF., ACCOMPANIED BY
JOHN KELLY, GENERAL MANAGER, BONNIE STUDS, ARCATA,
CALIF.. MEL McLEAN, OWNER OF EEL RIVER SAWMILLS,
FORTUNA, CALIF.; FRED PEIRSON. GENERAL MANAGER, STAND-
ARD PLYWOOD CORP., CRESCENT CITY, CALIF.; AND JOHN DAV-
ENPORT, WESTERN FOREST INDUSTRIES ASSOCIATION, CALI-
FORNIA REGION

Mr. MceNaarara., Mr. Chairman, Senator Packwood, our statement
has been submitted for the record.

Senator Craxsrox. Yes, that will go in the record.

Mr. MeNaarara, Tam Thomas MeNamara, president of MeNamara
& Peepe Luniber Co.. Crescent City, Calif.

Today I'm speaking in behalt “of independent sawmills and plyv-
wood phnts in the north coastal scction of California from San
Francisco to the Oregon border. Basically. these mills do not own
timber. but purchase timber or logs from Government agencies and
from owners of private timber.

This region i1s faced with a critically shortened supply of timber.
Not only 1s private timber increasingly hard to acquire, but environ-
mental concerns are restricting the sales of publically owned timber.
In the Del Norte County area. roadless arcas and the need for envi-
ronmental impact statements have cut the 17.S. Forest Service
timber sale program back drastically.

Late in December. Mr. (‘}mumqn a dramatic change in onr region
occurred. This is why we're here today. Log cxporters who work
with Japanese trading companies subst.mtm]l\ increased log pur-
chases and prices. So “that vou may have the benefit of the experi-
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ence of our industry. T have asked several operators and industry
representatives to sit with me and speak briefly to the various
aspects of the problem.

We welcome vour (uestions.

First. I would like to introduce the gentlemen that are with me.

I have on my right is Mr. John Kelly, general manager of Bonnie
Studs, Arcata, Calif. Mr. Kelly is also president of the West Coast
Lumber Inspection Bureau.

Mr. Mel Mclean, owner of the el River Sawmills, Fortuna,
Calit.

Mr. Fred Peirson, general manager of Standard Plywoed Corp. in
Crescent City, Calif.

Mr. John Davenport, Western Forest Industries Association, Cali-
fornia Region.

I would like to ask Mr. Kelly to make a short presentation. at this
time.

Mr. Kerny. Mr. Chairman, Senator Packwood, this statement was
prepared on behalf of 20 independent sawmills and plywood plants
in northern California.

The logs which supply these mills come from timber growing on
privately owned timberland in Del Norte, Humboldt, and Mendocino
Counties, as well as from Federal timber in the Six Rivers, Mendo-
cino, Klamath. and the Trinity National Forests.

Until December of 1972, the log exports from northern California
represented a relatively small volume of logs shipped through the
Port of Eureka.

Since December, Japanese cxporters have aggressively expanded
their acquisition of logs, thereby altering the log price and timber
supply structure of our region. Northwestern California contains the
last large stands of privately owned timber in the United States,
which, up till now, have not béen raided by log exporters.

Unfortunately for us, the Japanese have come in here and are
about to take over. Unless Congress can pass legislation successfully
controlling log exports, the prices now being paid by the Japanese
interests will make it impossible for sawmill and plywood producers
to purchase logs to manufacture into building products priced for
the domestic market. This will have a devastating effect on the
building industry of California, since most of our lumber and ply-
wood that we produce flows into the California market. It amounts
to about 1 billion board feet per vear.

Until now, log exports have only represented 2 percent of total
California production ; however, the arrival of new buying pressures
has affected the entire log market of northern California. Except
for small amounts ¢f timber under contract held at lower prices,
manufacturers must pay today’s price for logs, prices dictated by
exporters, or give up producing the product.

I have some information here that I think would be kind of star-
tling to yvou. it was to me, when I broke it down to present to von.

Let me give you u concrete example of log costs. I'm speaking of
our firm. : S ‘ ‘

In March of 1972, we were paying $83.50 per thousand board feet
for Ilem-Fir. Now this is logs. And we were selling the Iem-Fir
studs for $112 per thourand board feet,
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In March of 1972, just this vear, Hem-Fir logs cost us $i73, and
we sell Hem-Fir studs at $160,

In March of 1972, Douglas Fir logs cost us $99.75, and we were
selbing Douglas Fir studs at %119,

This vear, Douglas Fir logs cost us $168 per thousand, and we're
selling studs at %167,

In March of 1972, redwood logs cost us 88 per thousand board
feet. and we were selling studs at §114.

This vear, the redwood logs cost us §168, and we're selling studs
for S166.

Experts have claimed our market cannot utilize white wood such
as Hem-Five Me. Chairman, let me tell you that we can use every log
that we can get our hands on, and the domestic market will take it.

Thank yvou.

Senator Cranstox. Thank you very mueh.

My, MeNaaara. M Chairman, we feel an immediate embargo on
log exports would help the Tumber and building industries immedi-
atelv. However, we support vour bill, SB 1033, in prirciple, but
urge that it be strengthened in three ways:

First, the cutback in log exports should be started sooner and
compleied or phased out in three vears: an immediate embargo on
all Federal timber;

Sceondly. the phase out should be controlled by custom districts
and ports. Each port should have its volume or quota based on the
pereentage of total log shipments for 1972, This is absolutely vital
for us in California, since this is the Jast major .untapped timber
source, Any bill Congress passes must emphasize the fact that log
exports must. not be allowed to expand into California. Quotas by
historical patterns of exports must be made mandatory ;

Third. while it may not affect us as producers directly, any ban
should consider quotas on lumber export volumes also. Not to con-
sider this aspeet of the problem will lead to increased lumber
exports and nullify the effect of the log ban on the domestic market.
Lumber quotas should be flexible to recognize shifts in supply and
demand.

Some have advocated inereased Federal timber sales and a strong
substitution rule as the answer to the log shortage dilemma.
Obviously, more Federal timber will help in the long run, but such
an approach leaves all private timber free for the export trade.
Again. since most timber in this area is privately owned, it will be
exported in inereasing volume. For example, if the present export
limitation on Federal timber—350 million board feet—is eliminated
in Oregon and Washington, exporters will move directly to Califor-
nia to get it back from private timber stands in California.

Mr. MeNanara. At this time, I'd like to ask Mr., Fred Peirson of
Standard PPlvwood to speak.

Mr. Prmrson. Senator Packwood, Mr. Chairman, I will make it
very brief.

Senator Craxsronx. Thank you.

Mr. Pruson. T am here to answer questions specifically on the
statement on trucking of logs. And I welcome any (‘uestion on any
matter, but I do have some statements to make on the costs, which
are not in our brief, at this moment.
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Our mill is in Crescent City, Calif.. and we can haul from Camas
Valley in ()10g0n, which is halfway between Roseburg and Coos
Bay. for 25,

We can haul from Coos Bay for £20.

Wo ean haul from Eurcka for ‘:sl 5: from the Orleans District In
the Six Rivers National Forest, it cost us $31.

Strange as this may seem, this is only 40 air miles from our plant,
but it cost us %6 more than to haul from central Oregon.

I am sure that if T could get logs at a re: wonable price and qual-
ity, T would haul them from Washington, and I could do it at a
price which would be comparable to the National IFForest. Thank
Vou.

Senator Craxstox. Thark you.

My McLpax, Mr. Chairman, Senator Packwood :

There's evidence of pn(o Increases, we have enclosed the Hum-
boldt County tax assessor’s proposed log value table for 1972 and
1973, Generally, log prices have increased 100 pereent, with most of
the increase ocenrring sinee December of 1972

The Eeonomic Stabilization Act, as ree onrl) passed by the House
Banking Committee, proposes to roll back prices to the January
1973 level. If that happens. most mills in this region will immedi-
ately face a dizaster, beeause they have now contracted for, or pur-
chased timber in competition with Japanese prices since January of
1973. For example. log exports prices now average about %250 per
thousand board feet, Mills still purchasing logs ave still getting the
less desirable Jogs rejected by the Japanese for about $180 per thou-
sand board feet. If prices are rolled back to, say, $140 per thousand
board feet for fumber. no one can afford to cut the more expensive
logs. If no other supply 1s available, the only alternative is to shut
down.

Mr, Chairman, T am familiar with the Puget Sound area. Mill
¢losures have been common there for vears, primarily due to log
exports. Unless something is done, northern California could end up
with the same problem. Thank you.

Senator Craxsrox. Do vou have several copies of that statement?

I did not get one. I wanted particularly to have that portion that
rvlutml to the pmpnsvd roll back to January. which is under consid-
eration in Washington, and which T first felt sounded rather good,
but I'm hearing more and more about this,

Mr. McLeax. Yes, we have many copies of that.

Mr. McNasara, Mr. Davenport.

Mr. Davexvort. Mr, Chairman, Scaator Packwood :

This Economic Stabilization Aect, also has in it a proposed log
export control. It's our view that that proposal will not work and 1t
should be killed. Tt won't work because of the way it fails to deal
with substitution.

Now, this issue of substitution. T've enclosed, in addition to this
statement, two statements I made at hearings hefore the California
State Senate and the California State \ssembh. ‘

At one of those hearings there was a particularly cogent and clear
explanation of why substitution rules won’t work. And I have a
copy of that transcript, which I would like 45 submit for the record.

Senator CraxstoN, Yes, that will be received for the record.
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Mr., Davexvorr. T would like to briefly comment on Mr. Bridges
and his explanation on when they banned the export of logs the
price of lumber went up.

What he forgot was that theyv also banned the export of lumber.
So the American market was short about 200 million feet of Iumber
during that vear

Mr. Chairman. the question of mill capacity keeps eropping up.
Yesterday. I contacted all 20 companies represented on this list to
ascertain precisely what their situation was for using logs and
increasing production. This included 235 separate units, mcludm«r
sawmills. plywood plants. and veneer plants

Two reported they were operating at eapacity.

Seven were operating two shifts. One of these ran 30 hours per
week: five were on 40 hours per week: and one was on 32 hours per
week. All said that they would work a 60-hour week, if logs were
available. In addition, two of these seven reported that they plan to
lay off one shift this summer, because log supply has not improved.

Twelve units were operating one shift 40 hours a week. Of these,
one had just laid off a shift for lack of logs. Two of these units had
just started up this week, after being shut down for over a month,
for lack of logs. All of these 12 1ep01tod that they would be glad to
0 to two shifts, and expand activities, if logs were available.

Four units were not operating, due to lack of logs; three of these
closed in the last 2 months. All reported log shortages as a basie
cause.

At the present time. these mills produce the equivalent of about 1
billion board feet of lumber. They employ about 2,800 people. Pay-
roll is estimated at $25 million. They pay $114 million in property
taxes alone.

I estimate, 1f these logs were available, these mills could increase
production by 650 million board feet, or about 65 percent.

Senator ('ranston, the production of these plants flows general'y
into the bullding industry of California. It will be an unmitigated
disaster to California builders if their lumber supply dries up.
Where will we go for lumber? It’s in short supply everywhere.

Senator Craxstox. Let me ask vou a few questions, to each of
vou.

At what capacity, generally, would vou say northern California
mills are operating at?

Mr. Davexreorr. I say, 1n general, that they can increase produce-
tion by 50 percent.

Senator Craxstox. How many workers have been laid off because
vou can’t compete with the Japanese purchase?

Mr. Davexrorr. Well, in this area—in these mills, it involved
about 150 people 1n the last month.

Senator Craxstox., One hundred and fifty have been laid off in
the last month?

Mr. Davexreort. Right.

Senator Craxstox. How many since January 1st?

Mr. Davexrorr. That's all been sinee January 1st.

Senator Craxsron. What steps do vou feel the Federal Govern-
ment should take to assure the reforestation of private lands, to
inerease the supply, for the long term ¢
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Mr. MeNaosnara, Private Jands, Senator. in northern California
that are being logged at the present time. T firmly believe the owners
are making every effort to reforest as quickly as possible and as suf-
ficiently as pow:l)lo They are doing a tremendous job.

Senator Craxsrox. What's been the impact on your operations of
tlu' railear ~hmta(r('§. if any?

Mr. MeNaaaga., It Iias a very drastic effect on our plant. In
\uatq. we can’t move our lumber out. Our lumber inv entory has
built up, approximately, from 3 million feet to about 6 million fect
of lumber on hand. It converts many of the mills production in the
Napa Valley, and probably as far north as Washington. They ship
their Iumber to southern California and the bay arca. It has a ten-
dency to artificially depress the mfu'kot

The Midwest and the East, vow're well aware of, are starving for
lumber. They have no lumber,

Senator Crawston., What’s been the effect of purchasing patterns
on wholesale lumber prices?

Mr. Kerny. Senator, I don’t think that makes much difference.
Lumber is in such demand. As a matter of fact, we can sell all we
can make. So it really doesn’t make any difference. The only prob-
lem is really getting enough raw material to produce what we need.
Its just that simple a fact. We're all in the same situation, and
we're running scared. We just don’t know how far we can go out.

Senator C}:A\ stox. What explanation would you give for the very
great increase in Jlumber prices in 19687

Mr. Kerny. In 1968, T think it was housing starts. All of a sudden—
and another factor 1 think 1s involved—the builders who are here
and also the retail people—they let their inventories get down,
hoping that the price of lumber will go down. And then, evervbod
buys at the same time. And that’s whv the lumber market is one of
the few industries left that you can see the curve going up and
down. It’s never—it doesn’t climb up like automobiles or steel or
anvthing else. It’s a fluctuating situation. continually.

Senator CranstoN. If a ban were placed on the export of logs, do
vou feel that there would be a decline or simply a leveling off /

Mr. Kerry. I think there would be a leveling off, beeause we're all
committed now, at least for the next vear. It would be impossible
for us to operate. Beecause we have to buy our log supply now for
the rest of this year and next spring.

Senator Craxstoy, Do you feel there would be a leveling off,
ruather than a decline?

Mr. Kerny. Yes, I do.

Senator Packwoon. Two specific questions. You testified as to the
productive capacity of your mills in northern California. Mr. Dav-
enport, I know vou have members of your Association in Oregon
and Washington, Idaho and Montana. What is the production
capacity sitnation in those areas, gene ally ?

Mr. Davexreorr. Generally, it’s the same as here. They're bo]ow

apac ity. Tt could increase 40 or 50 percent. generally.

Senator Packwoon. Secondly, thie argument was raised in T’ort-
land and is frequently raised, that there is no productive capacity in
Washington where the logs arve. The timber 1s needed in northern
California and southern Oregon, and it cannot be trucked that far—

B4 KO Thm g
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will not be trucked that far because it's not economically feasible
to do so. You made reference to yvour personal experience, but I
wonder if vou could claborate a bit more. Would it be economically
feasible for vou to buy logs in the Portland area or the Longview
area and bring them to California?

Mr. Prizsox. Senator, I made a study over the last 2 yvears, spe-
cifically. because even the drainage that is adjacent to the mill, there
isn't sufficient logs for all four plants in that county, so I had to
checle to find out how far we could go, how far afield. And certain
cconomics occurred. One; mileage, per se, is not the criteria, because
we could go Interstuto 5, and there’s no problem.

If vou could take a cargo, for m%t‘moo in Crescent City, north to
Coos Bay, and pick up another one in Eugene and take it on into
Portland. that truck would be able to haul back to vou for $30.

So it began to develop a pattern of hauling, which is not clear eut.
You just =ay it’s so many miles, 1t costs so much.

Now, on the mileage out of Orleans, we went in there because the
Government had a GO road, which is a Orleans to Gasquet or Gas-
quet to Orleans, where the name GO comes from. YWhen that comes
in, the hauling into Crescent City and that area will drop from $31
down to around %15, We were checking to find out what type of
timber there was in that area, for the future, for the planning of the
vears to come. In other words, we're working on 4 vears in advance
at the present time in planning timber. We don’t have enoungh
timber. but that’s the way vou have to start planning. Where can
vou go: where's the best place, economically 2 Surprisingly, as timber
goes up trucking becomes a relatively smaller factor, and you can
veach out further, and further, and further.

In other words, Washington timber, if it's going to be a $200 log,
it’s feasible,1f it’s going to be a $100 log, it’a not feasible.

Senator Packwoon. With the timber prices the way they are and
projected for the future, it would scem feasible to truck logs from
Washington to northern California?

Mr. McLrax. If we were offered trees, I'd go get them.

Senator Packwoon. T have no further quest-ions.

Senator (‘RA\'S’I oN. 'Thank vou all very, very much. It’s been very
helpful to have you all with us.

[Statements submitted follow :]

INTRODUCTION OF CALIFORNIA LUMBER AND IPLYWO00D I’RODT CERS

Senators, Fam Thomas McNamara, co-owner of McNamara and Peepe Lumber
Co. in Crescent City, California. Today I'm speaking in behalf of independent
sawmills and plywood plants in the north coastal seetion of California from
San rancisce to the Oregon border. Basically, these mills do not own timber,
but purchase timber or logs from Government agencies and from owners of
private timber.

This region is faced with a critically shortened supply of timber. Not only’is
priviate timber increasingly hard to acquire, but environmental concerns are re-
stricting the cales of publically owned timber. In the Del Norte County area,
roadless areas and the need for environmental impact statemnents have cut the
U.S. Forest Service timber sale program back drastically.

Late in Decewnber, Mr. Chairman, a dramatie change in our region occurred.
This is why we're here today. Log exporters who work with Japanese trading
companies substantially increased log purchases and prices. So that you can
have the benefit of the experience of our industry, I ve asked several operators
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and industry representatives to sit with me and speak briefly to the various
aspects of the problem, We welcome your guestions.

PANEL

Mr. John Kelly, General Manager, Bonnie Studs, Arcata, California. Mr.
Kelly is also President of the West Coast Lumber Inspection Bureau.

Mr. Mel MceLean, owner of the Eel River Sawmills, Fortunpa, California.

Mr. Fred Peirson, General Manager, Standard lywood Corp., Crescent City,
Cualifornia.
Mr. John Davenport, Western Forest Industries Association, California Re-
gion,

STATEMENT

Mr. Chairman, this statement is prepared on behalf of 20 independent saw-
mills and plywood plants in northern California: MceNamara & Peepe Lumber
Co.,, Simonson Lumber Co., Standard Plywood Corp., Medford Veneer and DPly-
wood Co., MelIntosh Lumber Co., Bonnie Studs, Ine., Mc¢Nord Lumber No.,
Schmidbauer Lumber Co., Twin Parks Lumber Co., Eel River Sawmills, Ine.,
Ialvorson Lumber Co,, Carlotta Lumber Co., Englewood Lumber Co., Morrison
& Jackson Lumber Co., Harwood Lumber Co., Philo Lumber Co., Hollow Tree
Lumber Co., Britt Lumber Co.. Northerest Lumber Co., and Multi Studs,

The logs which supply these mills come from timber growing on privately
owned timberland in Del Norte, Humbeldt, and Mendocino Countries, as well
ax from federal timber in the Six Rivers, Mendocino, Klamath, and the Trinity
National Forests. Until December, 1072, log exports from northern California
represeuted a relatively small volume of logs shipped through the Port of Llu-
reka. Since December, Japanese exporters have aggressively expanded their ac-
quisition of logs, thereby altering the log price and timber supply structure of
our region, Northwestern California contains the last large stonds of privately
owned timber in the United States, which up until now have not been raided
by log exporters. Unfortunately for us, the Japanese have come in here and
are about to take over. Unless Congress can pass legislation successfully con-
trolling log exports, the prices now being paid by the Japanese interests will
mike it impossible for sawmiil and plywood producers to purchase logs to
manufacture into building products priced for domestie use. This will have a
devastating effect on the building industry of California, since most of the
lunber and plywond we produce flows into the California market. It amounts
to about 1 billion board feet ver year.

Until now log exports have only represented 2 percent of total California
production;: however. the arrival of new buying pressures has affected the en-
tire log market of Northern California. Except for small amounts of timber
under contract held at lower prices, manufacturers must pay coday’s price for
logs, prices dictated by exporters. or give up producing the product.

We feel an immediate embargo on log exports would help the lumber and
building industries inmediately. However, we support your bill—S8B 1033—in
principle, but urge that it be strengthened in three ways. First, the cutback in
Ing exports should be started sooner and completed in less than three years:
We recommend the following schedule: An immediate ban on Federal timber;
I'rivate Timber phased out 1.2 billion July through December, 1973; .9 billion
January through June, 1974; .6 bhillion July through December, 1974; and .3
billion January through June, 1975.

Seceondly, the phase out should be controlled by custom districts and ports.
Lach port should have its volume or guota based on percentage of total log
shipments for 1972, This is abselutely vital for us in California, sinee this is
the last major untapped timber source. Any bill Congress passes must empha-
size the fact that log exports must not be allowed to expand into California.
Qunotas by historical patterns of exports must be made mandatory.

Third. while it may not affect us as producers directly, any ban should con-
sider quotas on lumber export volumes :also. Not to consider this aspect of the
problom. will lead to increased lumber exports and nullify the effect of the log .
ban on the American domestiec market. Lumber quotas should be flexible to
recognize shifts in cupply and demand.

Some have advocated increased Federal timber sales and a strong ‘‘substitu-
tion” rule as the answer to the log shortage dilemma. Obviously, more Federal
timber will help in the long run, but such an approach leaves all private tim-
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ber free for the export trade. Again, since most timiber in this area is pri-
vitely owned. it will be exported in increasing volume., For example, if the
preseut export limitation on Federal timber—350 million board feet—is elimi-
nated in Oregon and Washington, exporters will move directly to California to
get it back.

Mr. Chairman, the question of log haul distance has been raised. That will,
of course, depend on the type of highway, type of log, and other economic con-
siderations. Let me give you an example. The Weyerhaeuser Company exports
over 70 million board feet of logs out of Coos Bay, Oregon. It's 120 miles from
Coos Bay., Oregon to a mill in Crescent City., Yet mills have purchased logs
from the Coos Bay area for many years in the Crescent City area of northern
California.

One mill in Brookings, Oregon, South Cosst Lumber Company, last month
laid off one shift because of impending log shortages. They would, I'm sure, be
happy to purchase 40 million board feet of Weyerhacuser's logs if they could
deal with them reasonably.

MceNamara and Peepe Lumber Company in Crescent City, California, is oper-
ating only 4 days per week because of log shortages. I'm sure they could ab-
sorb 10 million Lioard feet.

U.8. Plywood Corporation in Gold Beach, Oregon, is short of timber and in
danger of shutting down. Surely they would be glad to buy 20 million board
feet.

As far as this region is concerned, all logs heing exported today, including
Port Orford Cedar, could be utilized if the price was right.

As an example of how destructive this export trade can be, Congress gave a
tax advantage to companies exporting American goods. Called DISC (Domestic
Internativnal Sales Corporations), the law allows such corporations to pay
only one half the taxes due on profits, such profits to be deferred for 15 yeurs.
As a result, a private timber owner who has a DISC won't sell logs to Ameri-
can mills even if they meet Japanese prices, because he then has to pay all his
taxes. He wouldn't benefit from this interesi-free loan from the U.S. Govern-
ment. Not only that, but new legislation under consideration by the Adminis-
tration will allow exporters to defer 100% of tax liability for 13 years. The
DISC program makes no sense in dealing with a scarce natural resource.

Congressman Al Ullman of Oregon, recognizing this problem, inserted in the
latest revixion of the tax law a provision that if the executive branch declared
a commodity in short supply, DISC will not apply. Many congressmen wrote
the Administration that DISC should be not available for the export of soft-
wood logs, We understand the Administration responded nega “vely. This is
further proof that the solution to this problem lies with Congress.

Mr. Chairman, as evidence of price increases, we have enclosed the Ium-
boldt County tax assessor's proposed log value table for 1972 and 1973. Gener-
ally log prices have increased 1009, with most of the increase occurring since
December, 1972,

The Economie Stabilization Act, as recently passed by the Hceuse Banking
Committee, proposes to roll back prices to the January, 1973 level. If that hap-
peins, most mills in this region will immediately face disaster, because they
now have contracted for, or purchased timber in competition with Japanese
prices since January, 1973. For example, export log prices now average about
230 dollars per thousand board feet. Mills still purchasing logs are getting the
less desirable logs rejected by the Japanese for about 180 per thousand board
feet. If prices are rolled back to say 140 dollars per thousand board feet for
lumber, 1o one ean afford to cut the more expensive logs. If no other supply is
available, the only alternative is to shut down.

Furthermore, there is a log export section in the revised Economie Stabiliza-
tion Act that utterly fails to cope with the problem of exporting either private
or public timber. The IHouse version of ESA must be strengthened along the
lines of SB 1033, your bill, or be Killed. All the revision really does is to ex-
tend the Morse Amendmeni for 3 months and require an agony between the
Government and the forest products industry over “Substitution” which to us.
is unworkable and inequitable,

The question of mill capacity to absorb log exports has been raised. An an-
Iysis of The North California Region shows that capacity exceeds supply right
noew. Any increase in log exports can only lead to mill closures.

Senators, this legislation is vital to the economic future of Nortbern Califor-
nia. Thousands of jobs are at stake. The alternative for us is to become the
Western “Appalachia” of the United States.
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HouspoLpr CouNty ForesT I'RODUCT REPORT
Compiled by the Humboldt County Assessor's Office

The price of logs throughout IHumboldt County is unchanged. except in a
few instances. There is some price fluctuation due to the short supply of logs
and the contimted wet weather, but these prices should level off in the spring.
The present. price of logs are as follows:

EXPORT LOGS—IF.O.B. DOCK, HUMBOLDT BAY

Young growth Redwood logs for export to Japan will average $70 to 830 per
M. White Fir export logs will average $72 to $85 per M. Douglas-fir export
lozs wiil average 90 to $£105 per M.

ARCATA-EURNKKA AREA

Donglas-fir truck p(-('lmx .1r(* ranging from $140 to $163, $125 to &145, and
S105-to 125, No. 1. 2, and 3 sawlogs were quoted at $100 to £110, 877 to $90.
and £65 to &75, Camp run W hito Fir and Hemlock are running $60 to $70. and
Douglas-fir camp run $80 to 892, Redwood second growth is priced at 70 to
L2, depending upon length. Old growth Redwood is running $100. $80, and 360.

HEeLGe C. PauLsoN, Asscssor.
County of Humbnldt,.

Rayxyoxp J. Fryxm, Supervising.
Timber Property Appraiscr.

STATEMENT OF WFSTERN FonrkstT INDUSTRIES ASSOCIATION. BY Jouy T)AVENPORT,
BEFORE THE RUBCOMMITTEE ON ENVIRONMENTAL TMPACT AND UNEMPLOYMENT.
CALIFORNIA RENATE CoMMITIEE ON INDUSTRIAL RELATIONS, GEORGE MOSCONE.
CrarrMAN, Marcn 28, 1973

Western Forest Industries Association is a group of over 130 independent
sawmills and plywood plants located in 12 western states. Our members in
California alene produce nearly 1.5 billion board feet of lumber and plywood.

The Iumber and plywood business today can only be described as chaotic.

While you may have read in the newspapers lately about the energy crisis,
the gasoline crisis, the natural gas crisis, ete., which will soon be upon us, it is
our contention that the softwood lumber crisis is here now. It is not local—it
ix worldwide. Demand has passed supply and not only are prices skyrocketing
but some builders cannot get supplies at any price. The demand is fm}led by
home building in Japan and in the United States,

A s«implistic answer to the problemn is to have the Government roll lm(k
prices; reimpose price controls on lnmbermen. Such a solution would be a dis-
aster, for many <awmills would be forced to close immediately. Why “—because
log prices are not under price control, Log prices today are astronomical. They
have doubled in three moenths.

Many mills have purchased logs at these prices, and if Jumber i< rolled back
in price they no longer could cut the expensive logs in the mill yard. They
conld not afford to do so. They would have to shut down.

Another solution to the problem is to sell more Federal timber as the admin-
istration announced they would do on Monday in Washington, D.C. This is a
proper step to take. but it is too little and too late. Even if more is sold this
vear it will be another year bhefore the timber can he ¢ut and harvested. For
the long haul thisx will help, but in the short run it will mean nothing.

A bill 8.1033 introduced by Senators Packwood of Oregon and Cranston of
California now hefore the Committee on Banking, Housing and Urban Affairs
would phase out the export of all logs by 1977. T would urge you to support
this legi<lation: in fact, even insist it be strengthened to accomplish this goal
more promptly  and to include controls on the export of lumber from the
United States,

In short, «ome rational system to regulate the flow of softwood must he
establiched. if the lumber and building industries here in this country are to
plan for the future.
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The Japanese needs are insatiable. A recent article in Fortune Magazine told
of Japanese plans to rebuild their nation, They plan to use a lot of wood and
will come here to buy it at prices so high they are almost beyvond belief. If
export controls are not established on all timber, both private and public, the
situation will become more eritical in California.

For example, Federal forest now allot 350 million board feet of logs for
export, mostly in the state of Washington and northern Oregon. If this federal
timber is cut off from export and no controls imposed on private timber, T pre-
dict the Japanese will come to California t¢ buy private tiinber to make up for
the 350 million board feet of federal timber they lose. They are already
moving into the state of California with expanded purchases.

Another solution is to embargoe the export of logs and lumber under the
Export Contrel as advoeated by Senators Cranston of California and Pack-
wod of Oregon in a letter to the President last month. We submit that this
would have an immediate and dramatic effect on the supply of logs available
to American mills and they could and would increase production which in turn
would level off the prices on lumber and plywood.

The Homebuilders Association of metropolitan Poriiand, Oregon sponsored a
survey of the operating capacity at west coast lumber and plywood plants in
Oregon, Washington, and California. 102 sawmills reported they could inerease
production by 1.769 billion board feet per year and 30 plywood phints reported
possible increase of 535 million square feet per yvear,

Nor is the imposition of an embargo anything unique in American history,
The Act of June 4, 1T (1 Stat 372) authorized President George Washington
to embargo all ships and vessels in the ports of the United Stafes, Various
other embargo acts—March 26, 1794 (1 Stat 400), April 18, 1791 (1 Stat 401),
April 2, 1704 (1 Stat 400), Resolution of May 7, 1794 (1 Stat 401) were
passed,

For the purpose of relieving searcity of guns ind muskets, congress embar-
goed exports and relaxed tariffs on imports to relieve the domestie searcity—
Act of May 22, 1T (1 Stat 369).

All these Aets were signed into Iaw by President George Washington, who
served in the Constitutional Convention, both as a Deputy from Virginia and
ax President of the Constitutional Couvention. Others who participated in the
drafting of the Constitution were serving in Congress when these embargo acts
were enacted.

The Supreme Court has said *that a contemporaneons legislative exposition
of the Constitution when the founders of our government and tframers of our
Constitution were actively participating in public affairs, long acquiesced in,
fixes the construction to be given to its provisions . Myers vs US, (272 U,
a2 1700,

I'resdent Thomas Jefferson signed the Embargo At of 1807 that forbade all
exports to Lurope, It was repealed two vears lLater and substituted was the
Non-Intercourse Act. which prohibited trade with Eugland and France,

President Rooxevelt barred the export of gold except as licensed by the Sece-
retary of the Treasury (Executive Order 6160, August 28 1933) and silver
coin (Executive Order 6560, January 15, 1934.)

Under the Export Control Act of 1949 to relieve domestie scareity, various
presidents have limited exports of commodities, such as cattle hides, walnut
logs, polio vaccine, influenza vaccine, sugar, various forms of copper and alu-
minum, ete.

The Act of June 21, 1938 (15 USC 717b) prolubits export of natural gas,
unless an application to export is granted.

Here we stand in the classie position of having a scarce natural resource. Tf
we are to protect American jobs, injustry, and our precious natural resoureces,
the time to act is now. The congress should act.

Senator Moscone and other members of the legislature here today, T urge
you to testify at the U.S, Senate Banking, Housing, and Urban Affairs Com-
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mitice hearing to be held in San Francisco April 13th, Support the efforts of
Senato. Cranston and Packwood to control log exports,

Further, I hope you will publically support the imposition of an embargo on
log and lumber exports until building supplies are adequate to supply the
needs of the people of the United States.

STATEMENT OF WESTERN FOREST INDUSTRY ASSOCIATION
(By John Davenport)

Western Forest Industries Association is a group of over 150 independent
sawmills and plywood plants located in 12 western staves, Our members in
California alone produce nearly 1.5 million board feet of lumber and plywood.

The Trends in the Japanese market for logs is unlimited increase, The
March, 1973 issue of Fortune Magazine features a story on the efforts of the
Japanese government to improve the human snvironment in Japan., Whole new
cities are planned., The Japanese build housex with wood. They have ouly lim-
ited supplies themselves due to overcutting their own forests during World
War I11. They must import wood., They now plan and have apparently received
assurances from the Nixon Administration that they can ge: it froin us.

Only last summer, in an attempt to assuage Japan's consternation over
Nixon's unexpected visit to Deking, the President assured Prime Minister
Tanaka that 500 million dollars worth of raw agricultural products would be
sold to Japan, obstensively to east the balance of payments problem. This
included nearly an additional 100 million dollars for logs, as well as other crit-
ically scarce commodities such as hides,

Writing in the Japan Lumber Journal of Ifebruary 15, 1973, Akira Gunji,
Precident, Japan American Lumber Conference, deseribed the situation. Hous-
ing booms in Japan, world-wide shortages of softwood lumber prevail, Japa-
nese fear efforts of American lobbyists to get embargoes put into effect will
suceeed, and lumber and log prices skyrocket in Japan.

The Oregon Jowrnal of March 27th headlines the fact that Japanese buyers
are hoarding logs to prepare for an embargn, Iliroshi Yamada, Secretary Gen-
eral of the Japan Lumber Importers Association, ix quoted, “'They (we) have
been surprised and alarmed by the emotion involved in the log export issue™.
The fact remains, they have moved in and bought their year's supply of timber
at outrageous prices which have had the effect of driving up the American log,
lumber, and plywood prices.

To illustrate, let us assume that one lives on a block with 20 homes all
worth about £30,000. One man sells his home and immediately tells his neigh-
bors that the received $100,000. There is no way anyone else on that block will
sell for $£30,000. Everyone will try for £100,000.

This is precisely what's happened to our log markets. American logs were
selling for about £100 per thousand board feet 3 months ago. The Japanese
came in and offered §2350 per thousand board feet, or more. An American saw-
mill today can buy logs in competition for no less than $173 per thousand, and
those are logs that arven't good enough for the Japanese market, for they wuant
the hest.

Only that Feaeral timber which is under export restrictions in noncesnpeti-
tive areas goes at a reasonable price. Not only that, but the Federal geve n-
ment is escalating its appraisals to retlect current Iumber markets, beeause
logs are considered an agricultural produet not under price controls,

It is our opinion that this situation has occurred because of the world-wide
shortage of softwood lamber, We hear of future crises in energy, fuel, natural
gas or what have you. We've got our crisis right here and now.

Consider the dilemma of a sawmill, one which must purchase logs competi-
‘tively to stay in business. Generally such a mill will purchase logs in such a
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manner that he has as much timber cutting rights as possible, Tdeally, he'd
like to have ander contract 3 yvears supply so that he can plan improvements
in his mill and be sare that his investment will have a future.

Today he's threatened from all sides. Generally looking ahead he doesn't
have enough timber under contract.

On the left hand, he sees Japunese buyers with unlimited dollars buying all
the available logs at their unhbelievable prices.

On the right hand, he sees the environmentalists who claim the timber is
heing cat too rapidly. The Sierra Club maintains the publicly-owned forests
are being cut too rapidly and the allowable cut should be reduced. Roadless
areas cannot be opened up because of n Federal Court decision last year until
environmental impact statements arve tiled. As of now the responsible publie
avencies seem unable to move.

Directly behind him poised with axe in hand standst the Cost of Living
Comneil threatening to roll back lumber prices, The press, Monday, quoted
John Dunlop, Chairman of the Cost of Living Council, threatening to roll back
prices,

Now normally with these high prices, mills would speed up production to
make more profits and the increased supply of lumber would tend to level oft
or lower lumber prices.

Jut with these four threats to his future hanging above him, like the Four
Horsemen of the Apocalypse, the mill holds back production and tries to
streteh out his meager log supply.

The fact of the matter is, mills are laving off workers and going at slow
bell, Chaos reigns—builders cannot get lumber or plan for the future, labor is
being laid off. prices rise and American citizens cannot get homes at reasona-
ble prices,

A further devastating effect occurs 0. the timber resource base. Standing
timber, by law, is real property and is taxed on cash value of lien date, or
March 1. in California. One of the reasons to cut timber excessively is to
loswer the tax burden,

Cash values on standing timber this vear when the tax bills are mailed will
send shock Cvaves throughout the industry. Small landowners as well as large
will see tax s double, or triple. The resultant pressure to cut timber to avoeid
taxes will be inexorable.

Thix fact, combined with the lure of high Japanese prices, will inevitably
lead to more overcutting., It's happened in the state of Washington and it's on
its way to California. T have personally traveled in the state of Washington
aud have seen acre after acre, expecially in small ownerships, where the land
hiix been <tripped bare. And the logs go to Japan!

This cloudy future can have other effects not yet realized. Consider the ports
of Sacrameuto and Stockton. There's gearing up for the increase log trade
with Japan. [ suspect millions of dollars worth of log handling equipment is
heing purchased with public dollars supplied by a levy on local citizens,

We favor an immediate embargo on logs, or at least a phase-out of logs and
control on humber shipments, There is a good chance that congress, or the
administration, will do something and these ports will be saddled with unusa-
ble capital investinents,

The only immediate relief ix an embargo on the export of logs and lumber
from the United States, Drastie as this sounds, it's not unique, It was a basic
consideration of the founding fathers of this country,
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STATEMENT oF JOuN KELLY, GENERAL MANAGFER, BoNNIE STUDS, ARCATA, CALIF.

Mr. Chairman: to give you a concrete example of log costs, in March of 1072
we were paying §83.50 per thousand board feet for Hem-Fir, and selling studs
for §112.60 per thousand board feet. In March of 1973, Ie-Fir logs cost
$£173.00 per thousand board feet, and we sold Hem-Fir studs ai £160.00.

In March of 1972, Douglas Fir logs cost $90.75 per thousand board feet: we
were sclling Doublax Fir studs at $119.00 per thousand board feet. In March
of 1973, Douglas Fir logs cost $168,00 per thousand bosrd feet, w1 studs were
selling at £167.00.

In March of 1972, Redwood logs cost 888.00 per thousand board feet: we
were selling studs at $114.00. In March of 1973, Redwood logs cost $16%.00 per
thousand board feet ; studs were selling at $166.00.

Exporters have claimed our market cannot utilize white wood such as IHem-
Fir, Mr. Chairman, let me tell you that we can use every log we ean get our
hands on, and the domestic market will take it!

STATEMEXNT OF JOHN DAVENPORT, WESTERNY FOREST INDUSTRIES ASSOCIATION,
CALIFORNIA REGION

Mr. Chairman: vesterday I personally contuacted all twenty companies of
this group to ascertain their potential capacity for using logs and increasing
production. I talked with twenty-five separate producing units, including saw-
nills, plywood plants, and veneer plants,

Two reported that they were operating at capacity.

Seven unitg were operating two shifts, One of these ran 50 hours per week;
five were on 40 hours per week; the other was on 32 hours per week., All said
they would work a 60 hour week if logs were available. In addition, two of
these seven reported that they plan to lay off one shift this summer if log
supply does not improve,

Twelve units were operating one shift 40 hours per week. Of these, one has
just laid off a shift for lack of logs. Two of these units had just started up
this week, after being shut down for a month for lack of logs. All of these
twelve reported that they would be glad te go to two shifts if logs were avail-
able.

Four units were not operating, due to iack of logs; three of these closed in
the Iast two months, All reported log shortages as the basic cause.

At the present time thiese mills produce the equivalent of about one billion
hoard feet of lumber. They employ directly about 2,800 people. Payroll is esti-
mated at £23,000,00. They pay £1,300,000 in property taxes alone,

If the logs were available, these mills could, I estimate, increase total pro-
duction by 650 million board feet, or 63¢7. That much timber just is not avail-
able. If all log exports were cut off and full federal timber sold, the logs could
and would be used by existing sawmills. Yet thiz is the area where log exports
are just getting started. If exports are allowed to grow, 75¢% of these mills
will close.

Nenator Cranston, the production of these plants flows generally into the
building industry of California. It will be an unimtigated disaster to Califor-
nia builders if their lmmber supply dries up. Where will they go for umber?
It's in short supply everywhere!



201092 .E 206'L£8 2V 'L
960 €85 ‘9512 g61'LEL'89L T < 60 by 53 £16°660°8 erTE T 6EL'0LLIL
10 0EL 'L ovosL'e T T £20°B1G  O00'[8E T TTTTTTITIoIomoioosinosiensenioeomooeoooioiooooieeneos
988 'L45 ‘68 o 988°L(5'68 892'Sgy’L oo
169'S 169's  TTTTiorommeeeenes _
89705 'L¥ 6vL "R1E SE AR R 185 ‘06 RN 11 X 18 A 288 '82% 2
1+7 '698 1bb ‘698 T e 6£6°9E R S T T
02E ‘€22 ‘50§ 9.5 '66Y '16¥ £61°690'82 AR oL E2L €S 219048 'Y
968 ‘768 $05 ‘1 855 '¥6Y £9Z 066 598 ‘€2 68L'666 8/2'8CC (€21 116'L06 201
12918 100818 AR T AR SR O S ewsely
J1ys3wog
990096851 60L 001 699 0gg 2211 £66 ‘€69 '91 $£0 ¥85 ‘€1 697 '89€ ‘82 15E 915 “0z8 £89'og 69 T Pereeeeseymeg
149 68¥ ‘1 625'68L €1 16008 562 '£62'1 600 ‘865 9¥1 PO ' 000 ‘001 payssejaup
186 ‘199 T e T e Trmrmren e 186 1969 o 531pU; Isapm
126 98¢ ‘{1 126°98( 'L1 ) o 091 't9¢ 1€9 05 T ST sreiniinnimiinoenmeei T CWeN WIA
£vL 1v2 182 151686 ‘81 02€ ‘206 9.8 5L€ 107 9 T 766292292 99y 'g16'87 T wopdury palun
656 ‘1898 828'€22°F e R S (1 T : R (Y X ] 51v 05 Tormnrmreessoeens e uteds
$19°261°51 229 ‘¥E2 ‘€1 e 2408011 806 '€68 T £66°456°1 0EE°6lE T Spuejs} eag yinog
18€ L8 0i'vigL 0 T 6L 0¥S WLz T " 122809 S T 7'M —edLdWY Yinog
180 Z€1 T 05 '8L€ o T e CTTTTTTTTTUTTTIWNGESE 89°¢L T TTUpr3-~eatiewy yinog
9¥5 '99¢ 9¥§ '99% 161°81 ~ouot BwEe e S R AL L L
1€2°166°1 Sog'lve T T 0K0 92T : : o 99¢ 940 '1 .H ............................... pue|eaz may
£69°16¢'1 625 '8EE 1 T o 96815 T 891 ‘€11 T o “Toysed eippuN
0vL ‘06 'Y VL 06Y ¥ T e TSt e T mosmemememtmmoemns T ealoy
88€ 855 '129 LY ‘787 "1vE T T BETSSE 68 '908 '€ 69%'39€ ‘82 R16°521 082 £06 ‘88812 et ueder
00¥ ‘€06 ‘€01 £96 22916 1002 LE1°226°G opLveel T T (€Y ‘082 ‘2t 08L ‘1¥S Tt emneenenees Areyy
916 ‘£8€ gloese  C T 501 ‘8E 681 T T 306701 T e T e sess|
808 659 Wovs 0 T T ‘ T e e R T 3uoy Buoy
598 '£20 0L 2€€ '656 ‘21 £86 £01 9€7'48 91t '602 Tt s £€6 %90 L1 S8 ‘588 ST pue|ioy
159 £€0°% {59 '€E0 'S £15 201 68L £1€ 51559 T ST e U AL )1
126596 0L 9% ‘005 ‘9E 260°147 1661251 607 '89€ T OISOV eE BLYOLL T s Auew o9
069 ‘126 L1 weslls o T TUUUTTULE0ST {21801 Tt BE 6L 2L 66E ‘122 Tt ereeemmee e ey
€82 '[8V'E 98 vy T Coo T T T FAS AN %3 vL6 362 TToTToTroTonToomTmmTmmEm e 313
196 '666 17 599855 e U B S 208w 12 690 66 T T umidpeg
{82 '5v6 22 /1768 88 e £0€ '550 'Y w6980’ T 911 '£19 €1 ZE'GED Tl T TTTTTTTTTTTTmmemmeees eleisny
919 '£96 ‘2 4Gp 'S0y 2 T V1852 ST T e 19" ‘g6¥ ‘22 T 1 A ey
podx3
ajep 0} 1eak [BYo]  3lep 0} JBAA 'Sy EHWIOp|R] uoBalp uoj3uiysem eysely ayep 0} 1eaA BIQUIN|0Y) Ysiiig Anuno)
BIquInjo) UsALIg

Gl61

THSV AL
ST1IW INIONA0Y¥d A8 3140434 39VI004 GILVIIIILYITINON—VTIN ONV

‘ATILIVAY

“UTIRHIA(] 40 HLNOTY ‘68!

ON HUVINUL))

CAYAUNS NOILDAISN HIAN AT D141V, [

'YINTD ‘VAMM ‘B1T0M ‘911d A8 Q315043¥ 39¥1004 GILYDI411430 GINIGWOI— INIWAIHS 804 03SSII0¥d YO (3ddIHS - IYNSVYIW QYVO0D 1331 Y38WNT 10 SINIWAIHS - INYOBHILYM



o

a9

STATEMENT OF FRED PEIRSON, GENERAL MANAGER, STANDARD PPLY wOOD
C'ORPORATION

Mr, Chairman : our mill is in Crescent City, California. The question of the
longest economically possible log hauling distance has been raised., I'd like to
sttbmit actual costs from my company’s records, as of this date. Trucking from
Camas Valley, Oregon, which is about halfway between Roseburg and Coox
Bay-—a distance of about 160 miles--—-costs 25 dollars per thousand board feet:
from Coos Bay, Oregon---about 120 miles—the cost is 20 dollars per thousand
board feet.

From Eureka, Californin—about % miles—the cost is $15 dollars per thou-
sand hoard feet ; from the Orleans Distriet of the Six Rivers National Forest
in California—about 180 miles—it costs 31 doilars per thousand board feet. As
strange as it may seem, that's only about 40 miles, as the crow flies, from my
mill to the sale area.

The paradox is that we ean haul logs from the middle of western Oregon 6
dollars cheaper than we ean haul from the National forest in which we oper-
ate, Purthermore, I'm sure we could haul logs from Tongview, Washington for
the same cost, If offered the right timber, I would wiilingly buy it in the state
of Washington and haul it to Crescent City, California.

Senator Cravstox. Qur next witness is George .\. Craig, execu-
tive viee president of the Western Thimber Association.

Thank you for being with us. Would vou please identify those
with von?

Mr. Crata, Yeos.

STATEMENT OF GEORGE A. CRAIG, EXECUTIVE VICE PRESIDENT,
WESTERN TIMBER ASSOCIATION; DENNIS HAYWARD, FEATHER
RIVER LUMBFER CO.; AND C. W. BOOTH, SECRETARY-TREASURER,
CAROLINA PACIFIC PLYWO(0OD, INC.

Mr. Crate. We plan to cover our presentation collectively in 5
niinutes, as specified.

Senator Craxsron, Wonderful. That would be unique.

Mr. Crata. Mr. Chairman and Senator Packwood :

I'm George A. Craig. a professional forester and executive vice
president of Western Tunber Association, an organization of timber
purchasers dependent on the National Forests. Our members buy
and process 85 percent of the timber sold by the IForest Service in
California.

Senator Cranston has explained that the motivation for this hear-
ing was of great concern about sharp rises in lumber prices. When a
<imilar pmhlom developed in early 1969, the basic causes were deter-
mined in a number of Congressional hearings and summarized in
the June 1969 Report of the Somte Subcommittee on Housing and
Urban Affairs. which stated: “The underlying cause; which has
both temporarily and long-term significance, is an artificial shortage
of available timber from our Nation's forosts.

There has been almost total failure of the Congress and the
administration to take six actions recommended by the subcommittee
in 1969 to meet the long-range problem of short timber supply and
resulting high prices for wood products.

“The California record shows that in 8 out of the last 9 vears the
Forest Service sold 60 percent or less of what should have been sold
to get 1n line with the scheduled harvest of sustaining yield volume.

In the current fiscal vear. another 1.3 billion board feet should be
offered under the Forest Service ultra-conservative even-flow policy.
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And that 1.3 ean be put into perspective when we consider approxi-
mately 70 million was the total export from all lands in California
last vear.

Our asscociation had been secking a prohibition on the substitu-
tion of purchased Federal timber for exported private timber. As a
result of numerous discussions with industry and Congressional rep-
resentatives from the west as well as consultation with Forest Serv-
lee officials regarding the practicalities of the proposal, we have
offered a modification of the Morse amendment for consideration. I
would like to include a copy for the record, which is in my full
statement,

We still have 427.000 acres of unstocked commereial forest land in
California’s National IForests. They should have been planted years
ago. They will be needed to be planted for future hon:es. Funding 1s
the need for this work. Ironically, in the last calendar year, the
reccipt from timber sales in California to the Federal Treasury were
$97 million.

A recent survey showed that our 78 member plants could increase
their present production by 19 percent, that would be 682 million
board feet log scale per vear. .. if timber were made available. This
15 sufficient wood to produce 80,000 homes.

With us today are two representatives of our member firms, who
are here to tell vou of tvpical problems in different parts of Califor-
nia.

Tirst. is Mr. Dennis Hayward of Feather River Lumber Co.

Mr. Haywaro. My name is Dennis Hayward and T represent
Feather River Lumber Co.

We operate five lumber processing plants in the Sierras. These
plants provide over 650 jobs and are the major source of economic
well-being in four towns and two countics. These plants are now
operating at 73 percent of capacity and further reductions may
occur in the coming months, if immediate corrective action is not
taken.

Further down the line the corporation’s seven molding and box
planis are operating at less than 60 percent of capacity. Recently
200 workers were laid off, most of them in one county. This means
there are 300 additional families on the unemployment and welfare
rolls.

The majority of our timber is purchased from the Plumas and
Takoe National Forests although we do purchase a significant
volume of private logs. As we watch our log inventory dwindle and
find it increasingly difficult to purchase additional volume we see
public owned timber rotting on the stump and every day we see
truck loads of private logs pass our plants headed for the Port of
Sacramento,

There is 4 true and serious timber crisis today. This crisis will
worsen as reserves are used up and plants are closed. It is an imme-
diate problem requiring immediate action.

First. the manpower and budget limits must be lifted from the
Forest Service so that all forests may put up their total allowable
cut plus their accumulated undercut.

Sccondly, there must be an immediate control of the exports of
hoth private and publically owned timber.
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In conclusion. it ix our company’s believe that the ultimate solu-
tion to high Jumber prices iz in the workings of this free enterprise
svstein. Government should take the actions outlined to increase the
log supply to the domestie producer. This will, in turn, lead to satis-
fying the lumber demand and a lowering of price levels.

Mr. Craic. We'd now like to hear from Mr, C. W. Booth of Caro-
lina Pacific Plvwood, Incorporated.

Mr. Boori, My name is . W. Booth. T am sceretary-treasurer of
Carolina Pacific Plywood. Inc., based in Medford, Oreg. We are
manufactuers of veneer, plywood, and lumber. Our operations in-
clude two Oregon plywood mills, and mills at three locations in (fal-
1fornia. We omplov approximately 700 people about equally divided
between the two States.

Our direct Califorma payroll in 1972 was $3,300,000.

If an additional 40 million feet of timber were available to us an-
nually, we could operate all mills on a two-shift basis. This would
create 100 new jobs and furnish an additional 50 million feet of
Iunber for the Nation’s housing needs.

Our present backlog of timber under contract is 187 million feet—
barely mme than a vear’s supply. For eflicient operation, we should
have a 2- to 3-vear backlog.

l\ecmtlx the volume offered for sale has declined. This has oc-
curred in the face of increased requirements.

We feel the Forest Service should sell the full allowable cut.
Thank you.

Mr. Crate. Thank you very much.

Senator CraxsToN. Bob?

Senator Packwoobn. T have no questions.

Senator Cravsrox. I don’t think I have either. You've stated
vour case very clearly. Thank vou very, very much.

Mr. Crate. Thank vou, sir.

[Statements submitted follow :]

STATEMENT OF GEORGE A, CRAIG, FXECUTIVE VICE DPRESIDENT, WFSTERYN
TIMBER ASSOCIATION

Mr. Chairman anl members of the Committee, I am George A. (raig, a pro-
fessional forester and executive vice president of Western Timber Association,
an organization of timber purchasers dependent on the National Forests. Our
niembers buy and process 85 percent of the timber sold by the TForest Service
in California.

CONGRESS FOUND SOLUTION IN 1069

In Senator Cranston’s kind invitation to me to testify here today, he
explained that the morivation for the hearing was the great concern about
sharp rises in Iumber prices. When a similarc problem developed in early 1069,
the basic causes were determined in a number of Congressional hearings and
outlined in Congressional reports, For example, the Senate Subeommittee on
Housing and Urban Affairs summarized the problem in June 1969 at the begin-
ning of its report “Effect of Lumber PPrices and Shortages on the Nation's
Housing Gouls” as follows:

A combination of events—increased exports to Japan, shortages of water
and freight car transportation facilities, a waterfront strike, bad weather, and
a sharp rise in consumer needs aggravated by over-estimating and some ques-
tionable pricing practices—were the visible causes of the recent crisis in the
price of lumber and plywood. However, the underlying cause which has both
temporary and long-term significance, is an artificial shortage of available
timber from our Nation's forests, The early-year crisis appears to be a tempo-
rary one and, in fact, <cems already to be partially solved largely as a result
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of a number of Government emergency measures and partially hy o redueetion
in demand because of mertgZuge credit shortages,

The long-range problem is by far the most serious ope because, ymless sofi-
wood timber production is sharply incereased, our Nation will find it<elf eriti-
cally short of lumber and plywood in the years ahead.

To reach the Nation’s housing goal of 26 million units in the next 10 years,
Iumber availability would have to be increased by 60 percent. The subconnnit-
tee was convineed that this inerease is well within our resources provided the
necessary investment is made in intensive forest mauagement on o continuing
basis. About one-half of the Nation's inventory of mature softwood timber,
estimated at 2 trillion board feet, is under Government ownership in the
National Forests, administered by the Department of Agriculture.

Considering that the National Forests are contributing only 11 billion board
felt annually out of this huge inventory, the problem can be seen to be one of
management and adequate funding to build roads, to plant trees, to thin, to
prune, to fertilize, and to apply the latest technological development to the for-
ests, Obviously, this can be done, but whether or not it will be done, depends
upon the approval by the Congress of a dependable continuous adequate finan-
cing device. The subcommittee concluded that the best sources of such funds
are the forests themselves and the receipts from the sale of timber produced
by these fo -ests.

The subcommittee was convineed that, with the necessary finaneial input,
the solution to our long-range probiem could be resolved without impairing the
use of the forest to meet the conservation and recreation needs of the Ameri-
an people.

GOVERNMENT FAILED TO ACT

On March 27 of this year, I reviewed with the Senate Snbeommittee on
Housing and Urban Affairs in Washington, I). C. the almost total failure of
the Congress and the Administration to (ake six actions recommended by the
Subcommittee in 1969 to meet the long-range problem of short timber supply
and resulting high prices for wood products, It is not my purpose to repeut
that testimony here, but a copy ix offered for the record (Mimeo F4999). T
would like, however, to elaborate briefly on the problem as it relates specifi-
cally to California. Then, representatives of two of our member firms from qdit-
ferent parts of California, will briefly deseribe their situations, as typical pur-
chasers of National Forest timber,

My Washington, D, C, testimony noted the small volume of salvage timber
offered for sale compared to the annual mortaiity on the Nationul Forest com-
mercial timberlands in California. Less than 10 percent of the mortality is
offered in salvage sales in this state. This is an unnecessary wiaste,

Lack of roads is a prime cause for the failure to market the sustained yield
harvest of timber in California and salvage some of the mortality. 'This region
has more recreational use of the National Forests than any other, but for
some unexplained reason 97 percent of the mileage of construction and recon-
struction of permanent roads had to be done by timber purcnasers last year.
Road funds are being reduced in California when they should be increased.

The allowable cut volume of timber is not being offered for sile, As noted in
Washington, D. C., allowable cut levels have been calculated for 10 year
periods on each National Forest and accounting is done by such periods, The
anmial allowable cut volume is only the average for the period,

As a practical matter and for the convenience of both the Forest Service
and timber purchasers, an inventory of timber is kept under contract at all
times. This is necessary to permit the construction of related roads, to adjust
for market and seasonal problems and to permit some assurance that mill men
will have something to process in the next few years, Without sueh assurance,
plant and equipment investmenrs cannot be justitied. Normally there <hould be
two to three vears cat under contract in a Region. This does not mean that
the average purchaser has that much, In California, it has been rare to have
214 times the annual allowable cut under contract, even immediately after the
major selling period. ‘ ‘ ‘ ‘ ‘ ‘

SALES AT 60 PERCENT LEVEL
When we concider the accrued undercut, we can ignore the volume neces-

«arily held under contract. Three other figures chow how well the agency has
done in meeting its sustained yield harvest objective. These three figures are
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(1) the average annual allowable cat (sell) volume, (2) the aceerued underent
(undersell) volume for the 10-year planning periods, and (3) the volume sold.
The table below shows such data for the nine years 1965-1973 ;

CALIFORNIA NATJONAL FORESTS, TIMBER VOLUMES IN BILLION BOARD FEET

Fiscal year

1965 1966 1967 1968 1969 1970 1971 1972 1973

(1) Annualt allowable. ___ ... ___.__ 2.0 2.0 2.0 2.0 1.9 1.9 2.0 2.0 2.0
(2) Accrued undersell ... . 1.7 1.6 1.5 1.4 1.4 1.0 11 1.3 1.2
Volume shoutd sell . _ __...__ . 3.7 3.6 3.5 3.4 3.3 2.9 3.1 3.3 3.2
(3) Volumesold_ .. .. ...... R 2.2 2.1 2.1 2.0 1.9 2.2 1.8 1.8 21.9
Percent accomphshment..._____.. 59 58 60 59 58 76 54 55 59

At beginning of fiscal year.
Foresl Service estimate Jan. 17, 1973,

The record shows that in eight out of the nine years, the Forest Service sold
60 percent or less of what should have been sold to get in line with the sched-
uled harvest of the sustained yield volumes, In the enrrent fiscal year, another
1.3 billion board feet should be offered under the Forest Services ultri-consery-
ative even flow policy.

NEPA FRUSTRATING VITAL PRCGRAMS

The Forest Service was financed to sell, 2,080 MMBEF in this fiscal year in
California, but expects to sell only 1,033 MMBF because of lack of road
money, delays caused by preparation of environmental impact statements and
delays caused by appeals and court actions. The latter have tied up 225
MMBF at this time. Another 50¢ MMBF may be delayed in the next 215 yvears
because the need to go through the complex procedure of filing environmental
impact statements. These delays are counterproductive and achieve nothing
where it has already been the Ferest Service’s practice of making environmen-
tal analysis reports. NEPA cost the Forest Service $13 million last year.

Congress may have to consider the impact of the National Environmental
Policy Act of 1969 on obligations established earlier for the Forest Service
under the Organic Act of 1897 and the Multiple Use-Sustained Yield Act of
1960. Surely the Congress did not intend to stop the long-planned programs of
such agencies as the Forest Service in order to satisfy more bureaucratie form
filing. The Forest Service should be permitted to adjust gradually to the new
procedures.

ANTISUBSTITUTION MEASURE NEEDED

In Washington, T reminded the Committee of its 1969 recommendation that
there should be implementation of the antisubstitution provision of the Morse
Amendment to the Foreign Assistance Act of 1965, Our Association has been
seeking such a prohibition on the substitution of purchased Federal timber for
exported private timber, As a result of numerous discussions with industry
and Congressional representatives from the West as well as consultations with
Forest Serviee officials, regarding the practicalities of the proposal, we have
offered a modification of the Morse Amendment for consideration. I would like
to include @ copy for the record of this hearing.

The changes from the Morse amendment include: (1) elimination of the 350
MMBF authorization to export Federal timber, (2) a mandatory requirement
that the Secretaries shall promulgate regulations to prevent substitution of
purchased Federal timber for exported private timber other than Indian
timber, (3) a general guiding statement of purpose for the substitution regula-
tions, (4) an authorization to exempt material that does not meet the utiliza-
tion standards of the Federal timber sale contracts, and (3) a refercnce to
Federal laws and regulations that would penalize willful viokitors. ’

We still have not obtained complete industry agreement on this proposal,
Some interested parties have not completed their review., There is some con-
cern that exporters may liquidate private timber and then shift to the Federal
timber to supply their mills, I am hopeful that such a possibility would be
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most uncommon and subject to challenge under the regulutions to be promul-
wiated by the Recretaries,

I would hope that the general intent to prevent unfair competition for Fed-
eral timber would be realized by promulgation of sound regulations, As we
now see it, the Chief of the Forest Nervice and the Director of Bureau of
Liand Management would be charged with jointly selecting an export control
cotficer for San Franciseo and another for Portland charged with administering
the program, The agencies would prepare guaidelines describing what is substi-
tution anmd what is not substitution. The export control officers would be
charged with deciding, preferably by application in advance, whether or not
marginal cases would be acceptable, Such decisions could be appealed direetly
to the Secretary involved and then to the courts. The Board of Forest Appeals
probably should be removed by regulation from such controversies to avoid
delays, The export control officers would be served by the regional offices of
the agencies but reporting directly to the Washington Offices.

Log exports from all ownerships in California amount to less than 2 percent
of log production. They amount to about one-twentieth of the acerued under-
sold volume on the National Forests in this state. However, the substitution
preblem has resulted in some excessively high stumpage rates in some parts of
California, placing dependent operators in a position where they cannot buy
titnber escential to the continuance of their domestic milling operations. The
substitution measure is needed to meet that problem,

IF'CNDING NLEEDED FOR FORESTRY

Forest management practices have not been intensified as the Senate Sub-
comuittee said in 1969 that they should be. We still have 427,000 acres of
unstocked commercial forest land in California’s National Forests. They should
have been planted years ago. They will be needed for future homes. This is
only part of the natiounal job of restocking 4.8 million acres. We hope the Con-
gress will more than restore the $835 million cut in the FY 1974 budget the
Administration proposes for such work.

In each of the last two years, some of us from industry have joined repre-
sentatives of conservation groups such as the National Wildlife Federation, the
Wildlife Management Institute and the American Forestry Association in testi-
fying for a larger Forest Service budget. We have recommended full funding
of the Forest Service's Environmental Program for the Future, which would
provide an improved program for all resources in the National Forests.

To give vou an opinion of the appropriateness of greater investment in the
National Forests, I would like to offer for the record a copy of some points
presented two weeks ago to the California Assembly’s Committee on Natural
Resources by John A. Zivnuska, Dean of the School of Forestry and Conserva-
tion., University of California. Dr. Zivnuska is a world recognized authority on
forestry  econcmices. He hax some interesting things to say alzo about the
hunber price problem.

MILLS COULD PROCENS NMORE TIMBER

In Washington, I reported that a recent survey showed that our T8 member
plants could increase their present production by 19 percent—682 million board
feet log scale per year—if timber were nade available, This is sufficient wood
to produce S0000 homes. With us today are representatives of two of our
member firms. Feather River Lumber Co,, and Carolina Pacifie Plywood, Ine.
They will tell vou of the effects of the Gover . nent's failure to market the
timber planned for sale under the Forest Services sustained yieid plans. Then,
we would be pleased to answer questions. We appreciate the opportunity to
express these views,

IS Tod

Maron 27, 1973 Provosan 10 Mopiry THE MORSE AMENDVENT
(Public Law £0-551 and Public Law 91-609)

(a) Lxcept as provided herein, beginning July 1, 1973, no unprocessed
timber from Federal Iands located west of the 100th meridian shall be
exported fromn the United States,

() This restriction does not apply to Federal timber the export of which is
authorized by contracts entered into prior to July 1, 1973.
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(¢) After public hearing and a finding by the appropriate Secretary of the
department administering Federal lands referred to in subsection (a) of this
section that specific quantities and species of unprocessed timber are surplus
to the needs of domestic users and processors, such quantities and species may
be designated by the said Secretary as available for export from the United
States.

(d) The Secretaries of the departments administering lands referred to in
subsection (a) of this section shall issue rules and regulations to carry out the
purposes of this section, including the prevention of substitution of timber
restricted from export by this section for exported timber harvested on non-
Federal lands other than lands administered by the State of Washington and
the Bureau of Indian Affairs. The purpose should be to provide that an owner
may not substitute in the same area and time period public timber for pri-
vately owned timber that he exports.

(e) In issuing rules and regulations pursuant to subsection (e¢) of this sec-
tion, the appropriate Secretaries may include therein provisions authorizing
the said Secretarieg, in their discretion, to exclude from the limitations
imposed by this section sales having an appraised value of less than £2,000 or
timber whi¢h does not meet the utilization specification of the Federal timber
sale contract from which it originated.

(f) Any person, individual. partnership, corporation or association who will-
fully and knowingly violates the provisions of this Act shall be subject to pen-
alties provided under 16 U.8.C. 551, 18 U.8.C. 1001 and 41 CFR 1-1.604.

STATEMENT OF JOHN A. ZIVNUSKA, SCHOOL OF FORESTRY AND (CONSERVATION,
UNIVERSITY OF CALIFORNTA, BERKELEY

1. Altbough Califcrnia is a major producer of lumber and plywood. actions
in this state do not and will not determine the level of lumber and plywood
prices. Our production of around 5 biliion board feet of lumber is less than
one-eigth of nationa! lumber consumption, while our contribution to total ply-
wood consumption is appreciably less., Since lumber includes many different
species, grades, and sizes of material. each adapted to particular uses, about
one-third of our production is sold in markets outside of the state while a
somewhat larger volume i brought in from other states. This our industry is
a part of a national market and prices are set by national supply and demand
forces.

2. The rapid rise in lumber and pl¥ywood prices which we have bheen experi-
encing reflects the workings of a very famiiliar pattern in this industry: a
major increase in demand with very little increase in the quantity being sup-
plied. resulting inevitably in a sharp rise in prices. This is a classic instance
of what economists term an inelastic supply response.

Domestic demand is the primary source of the demand increase. Housing
starts have risen from around 1.4 million units at the end of 1970 to nearly
2.5 million starts in 1972, This has been combined with a very high and ex-
panding level of general economic activity, so the demand crunch is on.

On the supply side the number 1 source of the inelastic response is the fed-
eral government. The National Forests alone include over half of the total
softwood sawtimber volume in the United States, yet they are supplying only
one quarter of the softwood sawtimber cut. Mere important, the federal gov-
ernment has not responded to the rapid rise in the demand for Inmber and
plywood with any increase in the volume of timber sold. The record of timber
sales on the National Forests in recent years makes this clear:

Fiscal years:

1969 and 1970, (average) __ . o e 10.7
197 e 9.7
0T e e e 93

When the majority holder of softwood sawtimber decreases sales in a period
of rising demand, a sharp rise in prices is inevitable.

As a matter of fact. during these vears of ricing demand the Forest Service
has not even heen able to offer for <ale its conservatively estimated allowable
cut of 11.5 billion board feet. The basie reason is inadequate funding and man-
power for the work to be done. Thus an accrued backlog of some 4 billion
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board feet of timber which conld have been sold has been built up in the last
two years, and a further acerual of unsold volume appears in prospect for the
present year.

Furthermore, the allowable cut from the National Forests could be increased
by at least 50 per cent—another 6 billion board feet—if sustained funding en-
abled an intensification of the management of these leads. I would like to
stress here that such an intensification of management is essential for any
major increase in the allowable cut.

To add to the almost unbelievable nature of this unnecessary shortage of
timber, the full costs of such intensified forest management and timber sale
programs would be more than recovered from increased receipts from timber
sales,

In the face of this situation, it is tragic that a number of well-intentioned
but poorly informed environmental groups and some national political leaders
have exerted heavy pressure to hold down timber harvesting levels on federal
forests, Such efforts lead not only to unnecessary lumber and plywood short-
ages but also to unnecessary envirorental problems since the effeet ix to shift
the pressure for cutting from the federal lands, which could readily sustain an
increase, to the private lands which, on a national level, are much less able to
increase cutting levels without adverse effeets,

Two types of action are needed to meet this timber supply problem. First,
the federal government must finally recognize the economics of its role as a
major timber owner and move rapidly to the level of intensified management
which can enable a major increase in the cut. Second, the basis for funding
timber sale programs must be changed so that a reasonable degree of flexibil-
ity in annual timber sales levels can be achieved in response to changing mar-
ket demands.

The current proposai reported by the Cost of Living Council for an immedi-
ate increase in volume of federal timber sales ix a step in the right direction,
but in the present situation it is difficult to see how this can affect sales activ-
ities at least untu 1974, Further, this is a2 short and incomplete step. for the
basic need is for intensified management to enable a long-term upward trend
in the allowable cut,

3. Thus the basic and primary reason for the high prices is a very high
level of domestic demand combined with a remarkably inelastic supply re-
sponse, particuiarly from the federal forests. During recent months this situa-
tion of heavy pressure on prices has been aggravated by two other factors,

The first of these is a shortage of hoxcars for <hipments—a chronic problem,
but one which has bheen particularly intense recently, For example, in the mid-
dle of March the Western plywood industry claimed to be 1,200 cars short out
of a weekly need of 2424 cars. Perhaps current efforts of the federal govern-
ment can ease this problem somewhat. although the basic problem of an over-
all shortage of railears will not easily be resolved.

4, The other factor, and one which has received much recent publicity, is a
marked increase in log exports to Japan which developed in the last part of
1972, According to the Forest Service. log exports from the West Coast
reached a record of 2.8 billion board feer in 1972, 13 per cent more than in the
previous record year. 1970, and 40 percent more than in 1971. Shipments to
Japan totaled 2.5 billion board feet. To help put this quantity in perspective, I
might note that in fiscal year 1972 the Forest Service sold 2.3 billion hoard
feet less than its allowable cut. This 2.5 billion hoard feet exported to Japan
represents about 6 per cent of the U.S. lumber consumption.

However, it must be remembered that foreign trade is a two-way street. The
point that many people are conveniently overlooking is that we are importing
about 8 billion boaard feet, mainly in lumber but with some logs, from Canada
while we are exporting not more than 4 billion board feet in lumber and logs,
mainly to Japan. In <hort, we are bringing in 2 board feet for each 1 we ex-
port. If one considers the wood equivalent of all forest products, we are de-
pendent on net imports to the extent of at least one-eighth of our domestic
consumption. Obviouxly, if we were {0 cut off foreign trade in forést produets,
Iumber and plywood prices would be higher and the drain on our forests
would also be higher,

Of course, the propos<al which has been made is only to reduce or ent off ex-
ports, Currently sales of timber from the National Forests for export are lim-
ited under the Morse Amendment to 350 million board feet., which is only 7
per cent of the volume exported to Japan. Further, actual sales for \his pur-
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pose are running around 230 million feet, or 5 per cent of the export volume.
California’s share of the quota is 24 million feet, with actual sales being less
than 5 million feet. Rather obviously, the proposals for eliminating all export
sales from federal forests would have only a negligible effect on prices.

If any major reduction in log exports ix to be achieved by law, it would be
necessary to control exports from private lands by either prohibiting or plac-
ing a quota on all log exports, whether from private or public lands, At least
five types of reaction would serve to limit the effects of any such action:

a. A substantial part of the logs exported are of species, sizes, and grades
for which there i« little or no demand in the U8,

b. A portion of the logs which woulid be useful for domestic purposes are not
within economic transportation costs for the mills seeking logs.

c. A portion of the trees being cut for export purposes would not he cut if
demand and prices dropped.

d. To some extent the Japanese huyers on being cut off from U.S. sources
would shift to Canadian sounrces, thus tending to reduce the flow of lumber
from Canada to the U.S. and reducing the net effect on domestie supplies.

e, Some increase in UN, lumber exports wouid oceur.

Considering the volumes involved and these various offsetting factors, this
just does not seem to be a promixing route to achieving any marked reduction
in U.S. lmmber and plywood prices. Further, it must be recognized that our
overall national balance in foreign trade has greatly weakened the dollar and
become an urgent national problem. At this period in history there are clearly
some important economic and political problems in any proposal to stifle a vig-
orous export trade and to cut off a flow of needed materials to a major ally.

Above all, however, this export trade in logs is not the real source of the
problem, and thus it canhot be the source of any real solution.

5. One final point. One of the urgent issues before the Legislature in this
session is the enactment of new forest practices legislation. I «imply want to
point out that this is unrelated to current lumber and plywood prices. To the
extent that such legislation serves to require the leaving of trees which would
otherwise be cut and to incur costs in careful logging that might otherwise be
avoided, such legislation can only aet to increase costs and prices in the short-
run—certainly not to decrease them. Improved forest practices will pay out in
environmental benefits now and in inereaxed timber supply in the next century,
but not in lower prices currently.

STATEMENT oF C. W. BooTH, SECRETARY-TREASURER, CAROLINA PPACIFIC
Prywoon INc.

My name is C. W, Booth. T am secretary-treasurer of Carolina Pacific Ply-
wood, Ine. hased in Medford, Oregon. We are manufacturers of veneer, ply-
wood and lumber, Our operations include two (2) Oregon plywood mills, one
in Grants Pass and one in White City, and mills at three (3) locations in Cal-
ifornia. We employ approximately 700 people about equally divided between
the two states.

Our mills at Happy Camp and at Salyer., Calif. have been operating for ap-
proximately fourteen years, producing veneer and studs, The veneer is shipped
to our southern Oregon mills for processing into plywood. In addition. we have
a random length sawmill at Burnt Ranch, California, which we have operated
for the past seven years. In each of these communities in California, we are
either the sole or the dominant employver, In addition to the direct employees
mentioned above, we provide work for logging and road bhuilding subcontrac-
tors and for the merchants in these communities. Our direet California payroll
in 1972 was $£3.300,000. Last year we paid property and possessory interest
taxes to Siskivou Humboldt and Trinity Counties, in the amount of $230,000.

Currently, we mye processing timber at the rate of 120 million hoard feet per
year. Our sawmill at Burnt Ranch and our studinills are not operating at full
capacity due to insufficient timber supply. If an additional forty million feet of
timber were available to us annually., we could operate all mills on a two-shift
hasis. This would create one hundred new jobs and furnish an additional fifty
million feet of lumber for the nation’s housing needs.

Our only source of timber is from government forests. 95% comes from the
Forest Service and the balanece from the Bureau of Land Management and the
Bureau of Indizn Affairs, Private timber is unavailable in the areas in which
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our mills are located. Our present backlog of timber under contract is 187 mil-
lion feet—barely more than a year's supply. For efficient operation, we should
have a two to three year backlog. Thix would allow for advance planning and
road construction.

In the past, Federal timber offerings have been pretty much in balanee with
requirements, Recently, however, the volume offered for sale has declined. This
has occurred in the face of increased requirements,

In view of the above facts, we wonld like to make the following recommen-
dations:

1.) That the Congress enact legislation restricting the export of logs from
Federal timber with a strong anti-substitution provision ;

2.) That steps be taken immediately to provide adequate funds for the for-
est service to enable them to offer their full annual allowable eut.

Thark you for giving us the opportunity to present our views,

STATEMENT OF ROBERT (GGATES, YUBA RIVER LUMBER (0.

Chairman Z'Brre: Mr. Gates,

Mr. Gartes: I wasn't informed when I was asked o come down as to just
what the Committee wanted.

Chairman Z'Bere: We want to find out what is causing the high prices of
timber and what the effect of it is, and what, if anything, the State should do.

Mr. GaTes: Well, T think you hearnl the testimony as to why the prices of
timber are high and we feel in representing privite enterprise in an individual
sawmill, privately owned, that it ix a problem of supply and demand. I think
that if our problems of today had been recognized hack when the statisties
were compiled in 1968 of what the requirements would be today, I don't think
we would be in the problem where we are today, and I think it is largely an
administrative problem by the people who regulate our laws and administer our
laws, That goes as far as regulation of Forest Service timber, regulation of
this supply <o that it gets into the hands of the people as they need it. We
have created a demand that is so great that it has almost provided an area of
emotionalism or mass hysterin to where people ean't rationally come up with a
decision as to just what to do about it. All they know ix that they are looking
for somebody. We have heard of this type of thing happening in the past and
I think today that we are more civilized than to allow it te happen now.

We are talking about restriction of rights of private ownership—what to do
with your ownership and the right that you have to have this land and to use
it as an investment and to recoup from that investment with a profit or at
least your cost.

By talking of restricting the sales from this land, whether it is to the do-
mestic uses or to export, T think this is far-reaching and has a lot more rami-
fications than we realize than we are talking about here today and we would
certainly hope that our legislators would really Jook at these righ’s that may
be taken away through an emotional state.

Chairman Z'BeEre¢: What do yvou mean by emotional? Do you mean the high
cost of timber canses au emotional reaction?

Mr. GATEs : Yes, I think that you would agree to this, sir.

Chairman Z'Bege: Well, that doesn’'t mean it's not unfounded. I mean if is a
proper thing to be concerned about, T assume,

Mr. GAaTes: T think it goes hack to an area of why do we have such a de-
mand today. I may ask you that, sir. Who do we have such a demand for tim-
her today ?

Chairman Z'Bers: T don’t know. That is what T want to hear from you. You
are one of the experts in the field.

Mr. GaTeEs: No. We just supply lumber; we just cut down trees and make
lumber out of it, and I don't think that we are the experts in this field. It
would appear that somewhere along the line money was made available for
people to—-or lending institutions—to lend to individuals to build homes. Well
it would appear that if proper recognition was given to this problem back
when the staustics were compiled that should we have the problem today that
we would have an orderly building program that would have an orderly build-
ing program that would have allowed the indusiries to keep pace with the de-
mand, but through this—we'll say—money market, manipulation of people it
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appears to me, that we have ereated a demand greater than our supply. Now,
why did this happen? Who is benefiting from thix? Why don't we regulate
these needs in an orderly fashion? Again there ix so much prodnetion that can
be put on the market today, and I think that taking a look at that production
rate today if vou went hack tive years ago and started at this rate yve
wouldn’t be in the problem today.,

Chairman Z'BErc: You think it is mainly attributable to a lack of proper
planning and foresight on the part of government in managing our resources?

Mr. Gates: This is true. but today we are looking for a fall guy. We are
going to hang somc .ody, and we should not hang private ownership or the
rights that go with it. Thix is kind of blunt, but this is what it amounts to.

Chairman Z’Brrc: Right, but T assume that we are concerned about the high
cost of timber and the effeet it is having on people being able to purchase
houses and contractors, and all of that. So obviously woe ought to be looking at
some way that we can help in the situation, I would assume.

Mr. GaTeEs: T think we have heard of a way and that is to put more timber
on the market. We talk about curtailing this thing immediately—today. Tl
grant yvou that putting another few billion feet on the market immediately
isn't that easy either, but I don't think we should take a remedy that would be
-—well, say the easy way out—I don’t think we sheould do this,

Chairman Z'Berc: Is yvour company one of the companies thut doex sell to
Japan?

Mr. GaTes : We have exported some logs and we do export some logs,

Chairman Z'BeEre : What percentage of your business is in that eategory?

Mr. Gates: We sell in the neighborhood of S0 to & million feet of timber.
For the last 7. months we have exported 20 million feet, That was May of T2
to May of T3—we'll cay 20 million feet, we may have hit the 20 million feet
now—that's a month early, but prior to that in 1971 there wasn't anyv export;
there wasn't any in 1970, We did export 15 million feet in 1969,

Chairman Z'BRErc: Now, do yvou own timberlands yvourself or do you bhuy
from privote timber owners?

Mr. Gares: Our company owns timberlands and we also buy Forest Service
land,

Chairman Z'Brre: How muceh timber did you cut, we'll say, during that last
12 months from federal lands?

Mr. GaTtes: Roughly 5097 of our sawmill needs.

Chairman Z'PErc: OKay, then to some degree there is a correlation between
the timber that you buy from the federal government and that which is being
sold to Japan. Some of the timber that you cut on federal lands is going to
Japan?

Mr. GATES: No, we did have one sale that had some exportable timber in it
but this was taken away ; we were restricted from entting this sale; this was
located in the Tahoe Buasing So any timber that ix going to Japan comes from
private land.

Chairman Z'Brere: Well, but the timber that comes from the publie land, you
sell to domestice sources,

Mr. GaTEs: And that that comes from private land also, T said 50% but this
—to a high degree this varies from year to year but it is never more than
that, I am suare,

Chairman Z'Brrc: But in the event the federal government were to adopt
some kind of rule or poliey or whatever, saving that a company could not buy
federal land if they were exporting to Japan, what effect would that have on
your operiation?

Mr. GaTEs: I think that natuzsally we would have to stop exporting. No
question about that. But then you segregate us from timber huyers and other
people who could export, and again you impose restrictions on one portion of
the people and not on the others, Tt is diseriminatory. No law should do this.

Chairman Z'BEkG: Now, a timber buyer—that’s is one who would huy—

Mr. GATEs: Certainly, anyvone who wasn't dependent upon federal timber
conld export any private log that he could buy—right? No restrietions at all,
Now that didn’t solve the problem at all.

Chairman Z'Berc: Why would you cut back your exports to Japan if the
federal timber was not available? Why wouldn’t you continue selling timber to
Japan?

Mr. GAaTEs : Why would we nnt continue?

Chairman Z'BERG: Yes.
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M. GaTes: Well, we would feel that the higher grades of timber today are
on Forest Service, on virgin stands. Naturally this we would like. Our second
growth stands, some second growth stands are being exported. The volume
being exported is incidental really to the problem. If 20 million feet of exports
in California—in mid-California—is going to affect the national market, some-
thing is haywire.

Chairman Z'Berc: I still haven't quite understood that. If you are selliug
about 20 million to Japan now

Mr. GaTES : That's this last year, sir.

Chairman Z'BERG: Yes, last year, and the federal government said no more
federal land, why would you not continue to sell to the guy that will give you
the highest piice? )

Mr. GatEs: Well, I think you are talking about the substitution clause-—
aren't you?

Chairman Z'BErc: I am wondering what the effect of a federal law like that
would be on whether or not timber would continne to be exported or not, yvou
see,

Mr. Gates: It would only affect those whoe bought Forest Service timber or
federal timber to usge in their sawmills—who needed to buy federal timber to
use ip their sawmills, It would not affect the other parties at all. For example,
it 1z wished to retire from my company and go into business as a timber buyer,
an exporter, I could do it on my own individually without any restrictions
whatsoever; yet my company, the one I just left, couldn’t sell a stick export if
they were going to continue to buy federal timber.

Chairman Z'BErc: And the reason why you would not export is because you
want that additional federal timber.

Mr. GaTESs : Certainly.

Chairman Z'BERG: Mr. Keysor has a question.

Assemblyman Keysor: It would seem logical to me that if you had 25% of
your business was export and 5% was not that you would be jeopardizing the
75% for the 259 —or is this not so.

Mr. GATEsS : You mean by continuing?

Assemblyman Kevsowr: In other words, if you are selling 85 miliion, 20 mil-
lion of that is going overseas, that's 25¢7. Okay, the government says if you
export you cannot use our land, then you are letting 239 of your business dic-
tate what you do with T53% of your business.

Chairman Z'BErc: Well, there is probably someplace where you would have
to analyze it—50%¢ of this comes from federal. So T guess you probably have
to analyze that and see whether or not the timber that you are selling to
Japan vou get twice as much for or more than what you get locally, and if
von didn't then obviously vou wouldn't sell to Japan. Whereas on the other
hand, if you could sell it for twice as much, you would. It's 1 matter of eco-
nomics—right?

Mr. GATEs: Sure. I think this is an area that we have fo—a rather serious
Onp—-—

Chairman Z'Bekc: Ven want to make as much money as you can—seriously.

Mr. GATES : This situation we are talking about today is serious enough that
we get the facts. We are fortunate enough through whatever means that you
may want to call it, whether it's ageressiveness or not, we are able to supply
those sawmills, our sawmills, with timber. But over and above that we feel
that we have a supply that we could sell and we are selling it at this point by
export, Now, there isn't any sawmill that we have—and very few others that
we know—that are that low on timber that they are not sawing today. There
are a lot of people that will blame any reason at all that they can find other
than their own inefficiency for their problem areas, but really all in all there
isn't an awful lot of lumber or production that is heing lost in mid-California
today. Now, one may hold back on their own privite resources or cut back
their cutting programs, but if they are affected that way then this jnst hap-
pens to be their case.

Now let's take a look at private ownership, and T would like to dwell on
this just a litfle bit——what may happen as a result of the decisions of this
committee and others like it, and how it may affect private ownership, private
ownership that grows timber. An example is generally the best case sometiines
to illustrate a pogition or a case. Let's oy that T own 500 acres, 200 acres,
whatever it is, and it has a few million feet of timber oa it, and this timber is
taxed ; the land is taxed and I make a payment, a substantial payment, to the
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county every year for this. If T am restricted from disposing of my product
for its highest © 7 best use of whizh the tax assessor has taxed my land for

its lhighest an *ouse, then my rights have been deprived, haven't they?
They have actu. ** been condemned, haven't they ” Now one would say ‘well,
just run over to ~local sawmill and sell it to the local sawmill'. Well, sir, if

you had a sawmiic «nd Mr. Keysor had a sawmill and I was sitting over here
and I had no other place to sell my timber, you would give me the price that
you wanted to give me, and T would be at your mercy. And don't tell me that
you wouldn't ¢ (ploit me because you would.

Chairman Z'Berc: Well, that's speculation,

Mr. GATES : Well, it’s just human nature, sir. Self preservation-——

Chairman Z'BERG : Well, it's not the answer to my questions to you.

Mr. Gates: We all follow that pretty well. So again, what happens to the
private rights; what happens to the 1y growing timber who doesn’t have a
market for it: does he wait for this boat (?) that comes along every three or
four years; does he bend for the public; and sell his product for something
less than what he should on a competitive market? T think our free enterprise
system is based on supply and demand and competition. Now, if we are going
to say that the percentage, the 4% —if this is the right figure—that is shipped
out of the United States is cresting chaos in the United States then I think
we are admiturg that we can’'t compete with 96% of our resources against
somebody that is taking 457. I think that we are better than that.

Chairman Z'BERG: Okay, thank you very much, Mr. Gates,

Senator Craxston. The next witness is Robert Goruperts, Presi-
dent, California Council on International Trade.
Bob, we’re glad to have you with us.

STATEMENT OF ROBERT GOMPERTS, PRESIDENT, CALIFORNIA
COUNCIL ON INTERNATIONAL TRADE

Mr. Goyrerts. Thank vou. Senator Cranston, Senator Packwood.

I do not appear here as an expert in the lumber or housing busi-
ness, but international trade is my business, and I've been engaged
in it for almost 30 vears.

International trade has, unfortunately, for many vears been the
stepchild of U.S. business and very much of a whipping boy for
Government officials.

That is to say that in private industry we have a huge ana very
profitable domestic business. And very often, our American business
only turns to export when they have surpluses or when tk~y have
goods that are auctioned and can’t be sold in this country.

As far as Government offici- ' are concerned, you all know that
imports are the whipping boy -1en we have ¢ 1nefficient industry
or now we come to the point w.ere there is an attempt to stop ex-
ports as well.

The fact is that international trade is not a spicket that can be
turned on and off at will or whim or as the case may be, on the basis
of pressures.

International trade is vital to this country and becoming more
vital. As T hardly need point out to you. we have a very serious def-
icit in our balance of trade in the past 2 vears. In fact, that is grow-
ing at this time. And when we look at the possible needs for imports
. in the future, we must do evervthing we can to export wherever pos-

sible.

Now, we arc talking about timber, where I understand that
roighly one-half of 1 pmoont of all the timber harvested from fed-
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erally owned land is exported. And on a national basis, something
like 514 pereent of all the timber harvested is exported.

If you take the three States of California, Oregon, and Washing-
ton, the figure is approximately 10 percent.

We cannot simply isolate ourselves, I believe, from the interna--
tional marketplace. We've seen in my own field, which is particu-
larly food products from the west coast, many of our prices here
have increased within the last year from 50 to 250 percent. And yet
those industries that are conscientious and maintaining their inter-
national trade have continued to supply a part of their limited
stocks available in dried fruit, in canned goods, in nuts in the export
trade, because this is a vital trade and vital to the future.

When we started thinking about stopping exports because prices
in the [United States get high. we get a situation whereby, I under-
stand, a bill was proposed that we stHp the export of beef, because
beef prices are going up. It has been suggested that we stop the ex-
port. of scrap iron, because serap iron is going up. The fact is, as I
n.entioned, international trade is vital. And if we want to have in-
ternational trade play the important role that it must play in our
ecnomic life, we must be prepared to buy and sell in the interna-
tional markeplace.

Essentially. 1t 1s my belief that the uestion of timber and log
prices is a domestic problem. and T think we must find a domestic
answer for this problem. just as we must find the domestic answers
for other domestic cconomic problems, rather than trying to pawn it
off on the international trade part.

I think that very substantial testimony has been given that the in-
crease in prices of lumber while certainly partially attributable to
export demand is by no means primarily dependent upon export de-
mand. It is something that goes together with the housing industry
here in the United States.

You have my prepared statement, and T'll be glad to answer any
questions that yvou have,

Senator Craxstox. Thank vou very much.

I’ve long respected vour dedication in doing vour effective work
on behalf of the International Trade Union.

As vou know. I'm basically in full agreement with vou on the
need for the greatest possible trade between nations.

Do vou feel that there is any difference betweer exporting a fin-
ished product. which contains a full input of domestic labor and the
export of a raw material, which has no labor input of any kind, and
isin short supply in the country from which it is exported ?

Mr. Goureerrs. That’s a very difficult question. You have to look
at it both from domestic and from an international standpoint.

I understand that at one time one of our basis for our support of
the international coffee agreement was, for instance, the Brazilian
coffee producers could not make instant coffee in Brazil. They had to
ship us the raw coffee so we could make the roasted or the instant
coffee in this country. o ‘ ‘ . ‘

This is the opposite side of *hat picture.

T think that basically we should be prepared to sell on the world
market those products that we have that are available. T think that
testimony that has been given here today would rather tend to indi-
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cate that if we tryv to limit, particularly to pay and to buy finished
lumber. the result would probably be a much greater increase in
lumber prices. because of the pressure of putting that lumber
through the mills. rather than exporting it, as we're doing presently,
in log status.

Senator Cicansrox. Do vou see any problem for us connected with
the fact that we receive some %100 million from Japan for the logs
that we export, which is great for the trade balance, but that we
then turn around and pay somewhere between $800 and $900 million
ta Canada for the lumber—cut lumber we import from them, which
goes, m part, to make up the deficit that we hadn’t supplied, because
of the export to Japan’

Mi. Goxrperts. That is one of the interesting factors and one of
the things that makes international trade as interesting as it is.

We export almonds. we import almonds. They are required in dif-
ferent parts of the country. They are required in different qualities.

As I'say. I'm no expert in lumber. I suspect that most of the lum-
ber we 1mport goes to the midwest and eastern areas where it can
compete. and probably beat in price. western lumber that is used
here or exported. T cannot say whether a ban on the export would,
in fact, deerease the amount that we have to import. T have indica-
tions to believe it’s not the case.

Senator U'raxstox. Do vou feel that Japan has really opened its
doors to the import of finished goods from the United States?

Mr. Goyxreerts. I would say that there has been very, very serious
steps taken in the past 6 months on the part of Japan in this direc-
tion, and I think we must continue to exercise the maximum pres-
sure on Japan to make sure that this liberalization is completed.

Senator C'raxstox. What sort of pressure? -

Mr. Goyreerrs. Any kind of political and economic pressure that
we can put on Japan in a legitimate state, without hurting our own
international trade. We have used these pressures in the past. And
Japan, on a whole, has been. I would say. particularly, recently,
very cooperative in tryving to rake the balance of trade between
Japan and the United States.

Senator Packwoon. If it could be proven Ly cutting off our log
oxports to Japan that we could reduce our imports from Canada,
and improve our balance of payments, would that be a justifiable
reason to do it?

Mr. Goyprrrs. Not of and by itself. because we'd alsc have to
take ‘n the question of what would we do with the lumber prices in
the United States. If by cutting of imports from Canada we would
increase prices of humber that are shipped to the Midwesi, the East
and to the South. T think it would be economically a poor thing to
do.

Senator Packwoon. There are going to be two arguments raised
about cutting in the national forests., Most of the conservation orga-
nizations are of the opinion that we are cutting too much already,
and they don’t subseribe to the theory that we should be substan-
tiallv increasing our cut in the national forests. Is that a fair factor
to teke into consideration ?

Mr. Gomreerrs. That refess to my belief that we should use domes-
tic means to solve the domestic problems. In other words, what is
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being exported now is being exported within the allowable cut. I
personally am also very much in favor of the protection of the envi-
ronment. and 1 would not favor increasing or artificially cutting
more, in order to be able to export. We should, as a national policy,
have a determination of how much we can harve.c of our lumber
crop, and then it's simply a question of whether some of that goes
into export or not. But 1 do not believe that the two things are
really that closely combined. ‘

Senator Packwoon. You do not then subscribe to the theory that
we are lumber short in this country, but only timber short ; that we
have created an artificial shortage of wood products ?

Mr. Goyprrrs. I'm not & suflicient expert in timber to be able to
answer tl(at. I have received indications that there—we are not lum-
ber short as a crop. It is not like oil that you mine once and it’s
gone. If you have proper practices, vou can refercs. and do reforest
and you grow a crop again. And I have heara that there are timber
people in Washington who state that they have all the logs that are
needed. and if other mills need logs they will be glad to supply them
to them. If that is economically feasible, of course, is another ques-
tion.

Senator Packwoon. T have no further questions, Alan.

Senator Craxsron. Thank you very much.

[Statement of Mr. Gomperts follows :]

STATEMENT OF R. E. GOMPERTS, PRiSIDENT, CALIFORNIA COUNCIL FOR
INTERNATIONAL TRADE

My name s Robert Gomperts and I am testifying before this subcommittee
in my role as President of the California Council for International Trade, a
San Francisco based California organization dedicated to improving conditions
for fair and freer international trade. I do not appear as an expert in the
lumber or housing business but rather to present a view on the proposed legis-
lation as it would affect world economic relationships in general and the U.S.
world trade and payuients Halance in particular.

Although a smaller pereentage of this country’s Gross Nationu. Product is
involved in international trade than that of most major industrialized nations,
we nonetheless are the largest international trading nation in the world. Until
1971 our world trade contributed a surplus to our over-all balance of pay-
ments, which for reasons unconnected with trade. has been in deficit for most
vears since the end of World War II. In 1971 we produced our first trade
deficit in more than 80 years. In 1972 the trade deficit wiore than doubled. In
the past 1145 years we have seen the U.S, dollar, the solid rock on which the
entire world monetary system has bern based since 1944, twice devalued. Over
the past 10 years we have seen our once predominant holdings of gold and for-
ecign enrrency reduced to the point where the reserves of both Western Ger-
many and Japan surpass ours, Though it is an attractive expedient to blame
this 3rvation on Gnomes in Zurich or foreign restrictions against the importu-
tion ~f U.S. goods or the investment of capital, I fear that we fool ourselves
—and most importantly, nobody else—if we believe that these are the primary
reasons for the weakness of the dollar and our negative balance of trade. Cur-
rency speculators rarely if ever make or break a market or a currency; they
simply take advantage of clear and obvious strengths or weaknesses, As to for-
eign restrictions, they no doubt exist, but U.S. restrictions against foreign
goods entering this country also exist. In this fleld no country or group of
countries is the exclusive ¢ Iprit.

I sincerely believe that what is must urgently needed is a close look into
American business and political attitudes toward international trade as a vital
component of our economy. All too often American business. with some out-
standing exceptions, has treated international trade as something to be
invoked in times of surplus supply or as an outlet for goods which are not
saieable in the domestic market because of inferior quality, changes in domes-
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tic demand or requirements, product obsolescence r other nontrade oriented
reasons. In the politieal field. international trade has been used as a whipping
boy for unemployvment, inflation, non-competitiveness, recession and a variety
of other ills, where it is too painful—politically or economically—to point
fingers at inefficient and wasteful or greedy domestic industries or labor pruac-
tices.

The hard facts are, it seems to me, that even if international trade accounts
for only 7 to 8¢t of GNP, trade is essential to our economic wellbeing. The
United States is no longer in the position of being able to demand the right to
call the tune on international trade and monetary policy but must start to
behave as one of many important countries in reaching decisions on these mat-
ters. Japan, with its emergence as a major trading nation with one of the
strongest currencies in the world, must be dealt with as an equal, not a satel-
lite, The enlarged European Community, a bloc accounting for more world
trade than the United States, must be treated as an equal, whose needs and
views are of an importance equal to our own. Needless to say, our trading
partners must also give our views and needs equally fair treatment.

Turning to the problem of lumber and log exports, I believe it is not reason-
able or justifiable in this case or in any similar case, for any reason but over
riding national interest, to ban the export of a domestic product which is in
legitimate demand in other parts of the world. We must remember that we are
part of the world. that we must live by the same rules as we wish to impose
on others. When a foreign country has a product which is in demand in this
country, we expczt that such a product will L2 available to our importers and
industries on a fair and competitive basis. It is essential that we extend the
same rights to foreign buyers of our products. They certainly will not buy our
goods if our prices are out of line with world markets or if our quality is not
up to world standards. In order to prevent an increase in our trade deficit and
to bring it into closer balance, we are urging as many industries as possible to
participate aggressively and competitively in world trade. In the case of
Japan, with which we have a huge halance of trade deficit, all kinds of pres-
sures are being exerted to buy more goods from the United States.

Largely at our insistence and for her own welfare, Japan has almost elimi-
nated her barriers to foreign products by wiping out residual quotas and cut-
ting tariffs. Already she has agreed to limit some of her most profitable
exports to the TU.S., and she has revalued her currency upward. Clear signs
were manifested early this year that, “or the first time in a decade, Japan’s
imports are surpassing her exports. Trade groups such as ours, leading econo-
mists, governmental agencies and financial leaders are urging Americans to
take advantage of newly opened and booming markets, pointing out that our
agribusiness, our industries and our economy in general depend upon aggres-
sive overseas marketing.

The bill in question flies directly in the face of these efforts, and it does not
seem to me that a case has been made that there are overriding national inter-
ests which require such a drastic step. In spite of recent substantial increases
in the price of lumber and logs, demand still exists, indicating that our prices
(or qualities) are still competitive on *he world market. As long as this is the
case, there is no indication of unfair trade practice, and I believe that only in
the light of conclusive proof of such unfair practices should efforts he made to
cartail U.8, exports.

We understand that legislation was recently submitted te ban the export of
heef because domestic prices have gone so high. We further understand a
Northwest businessman has approached his congressional representatives
asking for an embargo on scrap iron, which has also increased in price. Where
would this trend end? In my own field, California fraits and vegetables, prices
have increased in the past year from 509% to 2h0%% Would it be in the
national interest to request that exports of these prod:cts also he banned? 1
think not.

The fact that a relatively small number of our citizens, possibly with dispro-
portionate political musele. and with particularly narrow eccnomic interests,
oppose the log export trade is not. 1 believe, good and suflicient reason to
enact this legisiation. It is contrary to the national interest. What must be
remembered is that international trade is not a spigot which can he turned on
and off in aceordance with momentary whims or pressures or domestic or for-
eign housing hooms. If we wish to ecompete in the international market place,
we must, as do our competitors, be ready to engaged in international trade in
good times as well as bad, as fair weather friends and trading partners will
find themselves at the bottom of the list ¢f preferred suppliers or customers.
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This is a basic fact of international economic life, one which is already faced
by American business leaders and which mbust be recognized by American polit-
ical leaders as well.

In the years ahead, it is abundantly clear that we will rely more rather
than les: on international trade. Our needs for import of energy in the coming
decades dramatically underline this. Nor must we vuverlook the millions upon
millons of dollars of business we derive by selling our rich agricultural pro-
duce, our sophisticated electronics and aireraft, our canned goods. our knew-
how, our services to Japan and other foreign buyers each yvear. Are we pre-
pared to jeopardize this business, thousands of jobs, and precious international
goodwill to stop the export of logs, which is after all a drop in the bucket
(only 5.5 percent of the nation’s softwood harvest was exported last year)?
Let us be rational: let us search for sotid economice reasons why onr luinber
prices are high. T am not a forester, nor a miller, nor a hotnebuilder. But T
know our prices were high before the log exports peaked late last year, and I
sugegest we devote our energies to finding domestie solutions for domestic prob-
lems.

We in international trade look to gentlemen like you, who have been in the
forefront of the fight for fairer and freer international trade, to lead the fight
in that direction as you have so boldly done in the past, even in the face of
powerful opposition. By doing so you will have a nation deeply in your debt, I
urge you to look more broadly at our national economic interests and to aban-
don attempts to have SB 1033 made into the law of the land.

Senator CraxstonN. OQur next witness 1s Gordon Robinson, staff
forester, Sierra Club headquarters.

We welcome vou to this hearing.

STATEMENT OF GORDON ROBINSON, STAFF FORESTER, SIERRA
CLUB HEADQUARTERS

Mr. Rorinsox. Thank vou Senator Cranston and Senator Pack-
wood.

Most Sierra ('lub members and members of Friends of the Earth
strongly favor free trade. Most of us also are embarrassed by the
fact that our country with only 7 percent of the world’s population
is consuming about 60 percent of the carth’s resources. It is there-
fore difficult for us to take a position in support of trade restric-
tions.

However, we find that our forest resources have been seriously de-
pleted and are being cut at a far greater rate than ean be sustained,
There is a fairly full statement of that in my prepared statement,
and T will not go into detail. except for the benefit of others present,
to point out that the Forest Service, in their recent publication on
forest resources. which is now in draft form and being cireulated in
the country for comment. estimated now that, in fact, that there will
be a 65 percent decline in logging from private lands in the west
coast. over the next 23 vears. Also, the statistics from that report
show that there is barely enough timber remaining to continue log-
ging on private lands more than 10 to 15 vears.

I have developed information on several national forests, which
indicate that the public lands, as well. are being cut far in excess of
their capacity.

" People speak fréguently of allowable cut. but T wonld like to ex-
plain to vou. if vou haven't heared this hefore, that allowable cut is
not the same thing as sustaining vield. The allowable cut is the
amount of timber that is determined by an administrative decision
that may be cut over a period of time, Sustained yield is the amount
that can be cut—the amount that one estimates can be cut in perpe-



73

tuity based on the measurements of the growth and the condition of
the timber.

The allowable ent. at the present time. that has been determined.
of the national forests, ix excessive. I have submitted consi* ~hle
evidence of this in my report. for vour information.

Now. we in ihe Sierra Club and the Friends of the Earth are con-
cerned about thix situation basically for two reasons. First of all. it’s
because we find that it's absofutely necessary to balance our resource
budget. This takes priority over concern for trade, for emplovment,
and all the other matters that vou've been hearing. We can adjust
ourselves to changing situations, as long as we balance otir resource
budget. But if we don’t do that. we run curselves off the arve that we,
taroughout the Nation. we licensed foresters, require that there be
no logging except under the supervision of those who are licensed. T
think that every timberland owner should be required. by the States,
to prepare and file with the State, some form of a sustained yield
management plan. T think there should be restriction on the amount
of timber that one can cut from his own land, until the forests avre
replenished and restrictions maintained. in order to sustain a vield.
This is done in European countries in various ways. And I think the
time has come for us to do it here.

Senator CraxstoN. Do vou feel that reforestation is not enough,
that we should actually be planting or be requiring to plant more
trees than are being cut down?

Mr. Ronixsox. Reforestation is not nearly enough, itself. That is
correct.

Senator ('raxston. Bob?

Senator Packwoon. T have no questions.

Senator Craxstov. Thank you very much.

[Statements submitted follow :]

STATEMENT OF GORnON RoBINSON, STAFF FORESTER, SIERRA CLUB

Senators Cranston and Packwood: T am Gordon Robinson and I reside at 16
Apollo Road, Tiburon, California. T am the staff forester for the Sierra Club. a
non-profit conservation organization with a membership of 140,000 whom 1 rep-
resent today. T am also representing Friends of the Eath on this occasion, an
international conservation organization having a membership of 27,000.

Most members of the Sierra Club and Friends of the Farth strongly favor
free trade. Most of us also are embarrassed by the fact that our country with
only 7 percent of the world's population is consuming about 60 percent of the
Farth's resources, It is therefore very difficult for us to take a position in sup-
port of trade restrictions and we do so only because of extreme urgency.

It is our finding that both our public and private forest lands in Western
United States are being cut in quantities far beyond that which ean be sus-
tained. There remains barely enough privately owned old growth timber to
continue the presen{ rare of logging for 10 to 15 years. The Forest Service
estimates a 65 percent decline in logging from private lands over the next 25
vears. Excessive logging on the National Forests has led to public outrage.
Time and time again studies have shown that the Forest Service is defyring
Congress by practicing peither sustained yieid nor multiple use. No less than
six recent studies of the national forests substantiate environmentalists claims
that the forests are being vastly overeut. Two of these were on Montana’s Bit-
terroot National Forest. Other forests were West Virginia’s Monongahela, two
forests in Wyoming., Montana’s Flathead and Alaska's Tongass. Im view of this
alarming situation we have no choice but to oppose log export until such time
as the Forest Service returns to sustained yvield management of the national
forests within the constraints of multiple use. and we somehow achieve a
decent level of sustained yield management of our private forest lands.

We are concerned for two reasons. First, it is necessary for us to balance
our resource budget for survival of our civilization; second. the excessive
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demand for timber is threatening our park, wildeiness and other roadless
areas needed for ecological control, and for watershed. wildlife and recreation.

Industry has never accepted responsibility for practicing sustained yield for-
esiry on private lands, except in a few isolated instances., Conservationists
have warned of this situation repeatedly since the turn of the century. Con-
gress has debated the subject on many occasions, but no effective program to
bring adequate forest management of private forest lands has ever been
adopted. We are now reaching the end of our Ligh quality timber resources,
During the past 20 years us private timber has become scarce, industry has
gone to the Administration for ever increasing volumes of timber sales from
the national forests. I am sure you are much aware of the timber industry's
present campaign. Only two weeks ago the Director of the (ost of Living
Couneil on behalf of the Administration announced tiat the Forest Service has
been ordered to ir-.ease the sale of timber this year by 1.8 billion feet. This
countermands Chief Johin McGuire's plans to implement the Senate's guidelines
for clearcutting, and must be very painful to him.

Through response to such pressures, the allowabie annual cut on the
national forests has become grossly inflated. I will not burden you with a
description of the various rationalizations which have led to this difficult situ-
ation. Rather I refer you to my testimmony before the Serate Subcommittee on
public lands, April 5, 1971 on the subject of clearcutting. Evidence of the
actual result is perhaps more convincing. The Forest Service published a
report entitled “The Douglas Fir Supply Study' in 1969, summary of which is
attached. The report considers a variety of alternative timber management
prozrams on the 7.3 million acres of national forest land in the western por-
tions of Washington, Oregon and northern California. Table 1 on the first page
of the summary in the left hand column shows the present program described
in the opening paragraph. You will see that the annual voluiie of saw timber
sales during the first decade was 2.9 billion feet. The second figure in that
column indicates the average volume they expect to sell during the period of
conversion to even-age management to be 2.7 billion board feet. The third
number in that column shows the anticipated sustained yield during the
second rotation to be only 1.8 billion feet or one-third less than the present
allowable cut. The other alternatives reported upon in that document all indi-
cate similar or worse relationships between current cutting and anticipated
sustained yield.

This is only part of the story, however. In Qctober 1971 the Intermountain
Forest & Range Station published a report entitled “Stratification of Forest
Land on the Western National Forests” by Wikstrom and Hutchison in which
they state that the area suitable and available to growing tree crops on the
western national forests is as much as 229% less than had been previously esti-
mated. This report was based on a study of six western national forests
believed to be representative. It may therefore be assumed that the 7.3 million
acres referred to in the Douglas Fir Supply study is considerably greater than
actually available for sustnined yield management. It should be noted that a
reduction of the land base base by 22 percent would not reduce the sustained
vield by the same amount because the deleted land would necessarily be land
with very low productive capacity. My guess is that correction of the land
base would reduce the annual cut in the second rotation to about 1.5 billion
feet, making the fall down 507 rather thar only one-third. You can see that
much for yourselves from portions of the reports I have referred to, attached
to this statement.

There will actually be a far greater fall down however, because of other fac-
tors too technical to discuss at this hearing. ,

Dramatic evidence is to be found on the North Tongass National Forest in
Alaska. I want to explain several things in some detail to show why evidence
from Alaska is relevant. First, it is only in Alaska that the Forest Service has
made timber sales of such large size and covering such long periods of time
that the errors become ohvious. Second, there are many specific decisions that
must be made in the process of making an inventory of forest resources, devel-
oping a timber management plan, and calculating an allowable cut. These
involve such things as the size of a merchantable tree. the number of years
trees should be allowed to grow hefore they are cut, and of course many more.
Most of these questions are subject to valid determinations over a fairly wide
range of values. For instance. we may assume that the minimum merchantable
tree for purposes of calculation is twelve inches in diameter. Or we may
assume nine inches with approximately equal validity. The problem is that
most of these flexible decisions have been made at whichever edge of the range
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of valid possibilities tends to maximize the allowable cut. Therefore. while one
An rarely call any one of the many decisions wrong, the combined effect of
the bias in thexe decisions is an allowable cut that can not be maintained.
Third, you must understand that the basic instructions which have led to this
deplorable situation originate in the Washington office of the Forest Serviece
and therefore apply to all regions.

Getting back to the Tongass National Forest. there they entered into a 50-
vear contract with Alaska Lumber and Pulp Corporation in 1936, to cut 5.25
billion board feet cof timber from approximately one-eighth of the ontire
national forest area of Southeastern Alaska. The purchasers began logging
about 1959, and complained immediately that the amount of timber in the sale
area was grossly exaggerated. Complaints continued over the years until
finally in 1969 the Regional Forester appointed a joint survey team to deter-
mine how much commercial timber remained in the 50-vear allotment. The
feam was made np of representatives of the Forest Service Experiment Station
and the pulp company. They reported that the comimercial timber in the
remainder of that allotment was overestimated by the stupendous an.ount of
797 percent (seven hundred and ninety seven percent). In other words, the
area contained only 12Y% percent of the timber the Forest Service had sold
them.

There is little doubt that similar situations exist throughout the country;
elsewhere they are simply less apparent,

Possibly T should have mentioned earlier that while laymen’s complaints
about management of the forests has centered around clearcutting, as a for-
ester I want to assure you that clearcutting is only the visible symptom of
short sighted management. The real and underlying problem is excessive cut-
ting, or failure to practice sustained yield management. They clearcut bhecause
that is the only way they can meet their excessive commitments! Most of the
technical arguments in support of clearcutting are mere propaganda.

The United States contains sufficient forest land to provide for this country’s
needs for wood well into the future. assuming we take the measures necessary
to assure sustained yield. However, we must endure & period of scarcity and
high prices until restoration has been accomplished, because of past failures,

I was shocked a day or two ago to receive a copy of the instructions sent to
the Forest Supervisors in California by our Regional Forester on measures
they should consider as mean<s of meeting the Administration’s order to
increase sales this year. They include:

(7Y Do more clearcutting, because it produces the maximum volume per
acre. “Don't enlarge cut units but make more clearcut sales to get volume.”

(8) Increase the volume in sales currently under preparation by adding
additional clearcut blocks.

(8) Make intermediate sanitation cuts and sell timber in large blocks or
partially cutover areas already roaded. (In other words, go back to areas pre-
viously logged selectively and sell the rest of the timber.)

(20) Delay engineering until after the sale is made. (Thus dispensing with
environmental concerns in road locations until after timber has been commit-
ted, when i” may be too late.)

(25) Defer long range planning if it is not compatible with timber selling
goals.

CONCLUSION

In conclusion T repeat our request that Congress prohibit the export of logs
from both public and private lands until the United States Forest Service
returns their management of the national forests to sustained vield and multi-
ple use, and until we require sustained vield management of our private forest
lands.

T have carefully studied your bhill 8-1033 and find it to be exceedingly well
thought out. I urge its passage.

I urge that legislation be drafted that will require sustained yield manage-
ment »f our private commercial forest lands, along the lines of the Metealf bill
S-2515 introduced in the last session of Congress. ‘

Finally. T urge that legislation he drafted to enable the Forest Service to
obtain and publish adequate statistics on the condition of our private forest
lands to enable uxs to intelligently plan for America’'s future wood require-
ments.

I am attaching a corrected reprint of my article “Our Export Forests”
which appeared in the January issue of the Sierra Club Bulletin.

I request that the attached papers be printed in your hearing record along
with my stateinent.
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SUMMARY

About 2.9 billion board feet of softwood tim-
ber are harvested yearly from 7.8 million acres
of National Forest land in western Washing-
ton, western Oregon, and northwest California
classified primarily for timber production. Te
help determine whether a larger contribution
toward meeting the accelerating timber needs
of coming decades could be made, Forest Serv-
ice analysts prepared this assessment—identi-
fied as the Douglas-fir Supply Study—of alter-
native timber management programs.

The Douglas-fir Supply Study examined the
effects which three intensities of timber man-
agement, two rates of road construction, and
five lengths of rotation would have upon tim-
ber harvests and other values in the Region.
Only the effects of the current rotation and the
shortest rotation studied are shown in this re-
port. The current rotation averages 100 years
for the low and medium intensity management
alternatives ; and 100 minus 5, or 95 years, for
high intensity management, because the time
required to establish new trees on the harvested
area (regeneration lag) was eliminated. The
shortest rotation averages 100 minus 30, or
70 years, for the low and medium intensity
management alternatives, and 95 minus 30, or
65 years, for high intensity management. The

four combinations of intensity of management
and rate of road construction for each rotation
examined in this report are:

1. Low intensity management with cur-
rent rate of road construction (roading).

2, Medium intensity management with
current rate of roading.

8. Medium intensity management with
accelerated rate of roading.

4. High intensity management with accel-
erated rate of roading—same accelerated
roading as under medium intensity manage-
ment, plus the construction of additional
roads into nonproducing brushfields within
10 years.

The effects of each alternative on future tim-
ber harvests were estimated for the next 12
decades. The costs of these programs, the dol-
lar returns from the sale of timber (stumpage
returns), and their impacts upon the local and
Regional economy were also determined.

COMPARING INTENSITIES OF
MANAGEMENT — CURRENT ROTATION

Table 1 summarizes some important resuits
of low, medium, and high intensity manage-
ment with current rotations. Data are shown
for the first decade, which reflect the immedi-

Table 1.—Results of low, medium, and high i ity =g with
rotations
Iatsnsity of managsment
Low Maediom High
Current Current Accelersted Accelerated

. roading roading roadiag roading
Assusl volume of sawtimber 00— — — — — — Billien besrd fort — — — -~ — —

fot dacade . ..eiLeniiniaen, 29 17 bR ] 4.0

2decade aversge . ...ia.ianln 27 13 33 316

Isd rotation L.....ieeaianae 1.8 21 2.1 27
Asaual costs — All funde =0 — = o — - — Million dollery — — — — — — —

Tot docada . ....icuvirrannenn 1.2 626 Ny 78.2

12decads average . ....0o.en.n 284 2.5 297 5.1

20d rOtALOR . ....iceiiienans 6.8 176 17.6 236
Appropriated fuads

Tot docade . .ovviuiniinnn. 256 o 3 417

12-decade aversge ..........0. 174 146 201 ue

Ind rotau0d . ...iieiiiina s 1 3.3 13.3 18.3
Aasnval stempege returns

Ist dacade .......... 121 14 146 153

12-dacade average 157 180 181 199

Ind rotstion . .aee s 10§ 1 131 149
Additioas: preeeat wet warth - $36 4 [

———————— Poiemt — — — — — — — -

Rate of rtern on sdditions! fusde .. . % 40 41

94-853 O -73 -6
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Overestimation
of the timber
growing base

Former timber inventories on the six Na-
tional Forests that were analyzed indicated an
aggregate timber growing base area of 4.1 mil-
lion acres. However, this timber growing base is
reduced to 3.2 million acres when careful ac-
count is taken of soil-siope conditions, land
productivity, and land use. In other words, the
area suitable and available for growing tree
crops on these six National Forests is 22 per-
cent less than had been previcusly estimated.

The timber growing base was not overesti-
mated to the same degree on all of the six For-
ests. On the Gifford Pinchot Working Circle,
the decrease is only 11 percent as compared to
40 percent decrease or. the Arapaho National
Forest. (Data for each cf the six areas are pre-
sented elsewhere in this report.) The significant
point is that, in every case, a more careful and
critical look at availability, growth capacity,
and land suitability (primarily stability) re-
sulted in a significant reduction of the area
deemed suitable and available for timber
growing.

These reduction figures did not come as a
surprise; National Forest administrators have
recognized this problem for several years and
have been decreasing the area figures used in
calculating allowable cuts. This study is, there-
fore, distinguished primarily by the fact that it
represents the most systematic effort to iden-
tify and measure the factors that reduce the
land base for timber growing on the National
Forests.

Much of the land excluded from the timber
growing base by the tighter standards and more
systematic classification of this study is on the
lower end of the productivity scale. Thus, the
22 percent reduction in timber growing base
area on the six Forests does not indicate that
the timber producing capability will be reduced
by that amount. Data inadequacies prevented
determining the exact effect of area reductions
on yield capabilities for all of the National For-
ests. However, on the Coconino National For-
est the timber growing base area was reduced
by 28 percent, but the growth capability of
that National Forest was reduced only 18 per-
cent. On the Gifford Pinchot Working Circle
the decline in growth capabili‘y was 7 percent
as compared with 11 percent decrease in
acreage.

The factors that affect classification of the
timber growing base vary so widely from place
to place that few generalizations are safe. Land
use considerations of one sort or another were a
big item on all but one National Forest. How-
ever, land instability, low productivity, and un-
economic units are all important to different
degrees on different Forests.

Following are the percentages of the total
0.9 million acres eliminated from the timber
growing base of all six National Forests. Please
remember that we have no basis for saying just
how re > resentative is sach of these percentages.
They are presented only to indicate that each
factor is important.
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R YEARS, Weyerhaeuser and
F(;(her big timber companies have
been reaping profits by selling
timber cut from their own private
forests —their “tree farms” -0 Japan.
At the same time, Weyerhaeuser and
the rest of the industry have been fight-
ing what they call “lockvps™ of nat-
ural forest lands as parks and wilder-
ness. They point 1o rising lumber
prices and the growing need for new
housing as reasons why logging com-
panies should be allowed to cut more
and more timber on public lands. Yet
if lumber is needed so badly at home
that we ure urged to allow our national
forests to be opencd up to increased
lo-ging, why are the big companies
porting their private timber to Ja-
pan instead of selling it on the domes-
tic market? Why did the US in 1970
export almost 14 percent of is toal
annual harvest of wood suitable for
lumber production?

While the big companies enjoy theis
brisk trade with Japan, many smaller
firms increasingly have felt an eco-
nomic pinch resulting from the over-
cutting that has been allowed in our
forests. In some areas small mills bave
been forced to close because local
timber supplies have been severely re-
duced or exhausted. Travelers in the
western United States frequently are
shocked by the sight of (remendous
clearcuts and often judge from what
they sce that industry’s days are num-
bered. The fact is that cutting is ex-
panding at a rate that threatens to
destroy the forests entirely in the near
future and that industry pressures to
increase this rate scem in part from the
large amount of wood exported each
year to Japan. If this wood were sold
instead to domestic manufacturers, the
growing pressures On our remaining
forest resources would be eased con-
siderably.

Exports and Imports

HERE HAS been widespresd con-

fusion about the amounrt of tim-
ber being exported and the effect of
this .rade on American domestic de-
mands because transactions involving
logs, lumber, plywood, and pulp are
each reckoned in different units of
measure. Logs and lumber are meas-
ured in board feet, but with logs this
measurement is computed according
to the long-log scale, which under-
esiimates the amount of lumber in
each log by as much as 40 percent.

Plywood is measured in square feet of
3/B-inch-thick sheets. Pulp and paper
are measured sometimes in cords,
sometimes in tons. In the accompany-
ing table, we have converted the ex-
port, import, and total consemption
figures for the various wood products
as reported by the Department of
Agriculure for 1970 into equivalent
board fret of actual or potential
lumber.

There is 2 common misconception
that logs exported to Japan are re-
turned 1 the United States in the form
of plywood and lumber. This is not
true at all. Both log and lumber ex-
potts are pracically all softwood
(pine, redwood, Douglas fir, etc.) and
arv used at home by the countries re-
ceiving ther, including Japan. With
regard to the other items, the amount
of plywood we export is negligible
and also is mostly softwood. We im-
port mostly hardwood, with the
sources about evenly divided between
Japan, the Philippines, Taiwan, and
Korea. Our softwood lumber imports
come {rom Canada, with most pro-
ducedin British Columbia and shipped
to cities in the East. Our pulp exports
are practically all softwood, half of
which go to Europe, with the re-
mainder about equally distributed be-
tween Japan and Latin America. Our
pulp and paper imports come mostly
from rastern Canada. Finally, we ex-
ported about twu billion tons of wood
chips to Japan in 1970, but this figure
is notincludedin the table because the
chips ...e believed to be made from
mill waste and not from material that
could be cut into lumber or plywood.

Altogether, our exportation of wood,
pulp, and paper in 1970 amounted 10
the equivalent of 8.1 billion board
feet, We can appreciate just how much
wood this is by considering that the
Department of Agriculure in 1969
reported that the average residence re-
quired 7,170 board feet of lumber and
3,300 squar: feet of plywood, for a
to1a} of abous 8,700 board féet. At this
rate, the amount of wood exported in
1970 was sufficient to construct over
900,000 residential units, well over
one-half the number (1,463,000) ac-
rually started that year, and nearly half
th * 2,080,000 siarted in 1971.

Historical Backgrosund

HE LOG EXPORT BUSINESS
really began at the »nd of World
War Il when Japan faced a critical
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timber shortage. Her forests had buen
overcut during the war and were
grossly inadequate t0 meet the de-
mands of reconstruction as well as for
~ood 0 supply new, badly needed
pulp mills. Hoping to forestall estab.
lishment of trade relitions berween
Japao and commuriit governments on
the Asian mainland, the Japanese tim-
ber industry’s Council for Integrated
Counter-Measures for Forest Re-
sources in 1952 approached Gerneral
Douglas MacArthur, commander of
the allied powers in Tokyo, to ask if
Japao could import timber from na-
tional forests in Alaska. At firsc, the
council proposed a free port in Alaska
to which logs from the Tongass Na.
tional Forest— cut by Japanese — would
be sent for shipment to mills in Japan.
Later, this plan was altered to provide
i d tor the establish of manu-
facturing facilities in Alsska because
the Forest Service's policy required—
s still does —that timber from Alas-
ka's national forests be processed at
least 10 some degree in the territory.
The first tangible result of the Japan-
ese plan was incorporation of the
Alasks Lumber and Pulp Company
(ALP) in December, 1953, This irm
was financed entirely with Japanese
funds solicited from 15 chemical iber
manufacturing companies, 21 trading
companies, and 13 pulp and paper
companies. ALP contricted with the
Forest Service in October, 1937, for
5.25 billion board feet of timber to be
cut over a period of 50 years frcm
Baranof and Chichagof islands. Since
then Japanese firms, either by acquisi-
tion of mills or by long-term purchase
agreements, have come 1o import al-
most the entire yield of the Alaska
forest irdusury: pulp and lumber, as
well a3 those logs from private lands
to which the requirement for local
manufacture does not apply.

Meanwhile, several orher importuant
developments in the 4 nerican umber
industry also weie helping to stimu-
Iste the export of logs to Japan. For
example, foresters fo many years had
hope. to find markets for small logs
in order ro tuake thinning (which in-
creases the growik rate of healthy
young trees) economically feasible.
Japan proved to be a willing customer
for young timber, 30 seversl large
firms in the Pacific Northwest began
to sell 1o Japan.

In California, which taxes timber
only when it is 40 years old or other-
wise declared mature, second-growth

forests were beginning to come of
age, and their owners, suddenly cpan-
fronted with new taxes, soon found
they could sell their young-growth’
timber to logging contractors, who it
turn soid the logs (0 Japan. Finally, in
1962, the ssvage Columbus Day storm
blew Jown trees all along the Pacific
Cosst. Because the number of trees
involvad far exceeded the capacities of
our own mills, much of this timber
also found its way to the export trade,

The new market was pleasing to
some: to the government agencies
who hoped to wean Japan away from
the Asian continent; to small business-
men in Alaska eager for development;
to large lumber companies ostensibly
wanting to thin their second-growth
forests; and to distresred taxpayers.
Others suffered. From early 1966
through mid 1968, the lumber busi-
ness genenally was not gocd. Lumber
and plywood prices were soft while
competition for the purchase of trees
(competition crested in part by the
booming export business) drove
stumpage prices in some cases 10 un-
precedented I~vels. Consequently, a
numbzer of firms, particularly those
without their own timber resources,
were forced out of business becsuse
they we -e caught between low selling
prices a...! the high cost of raw ma.-
terials.

Public Hearing-

INALLY, in January, 1968, Senator
% Wayne Morse, inen chairman of
the Senace Subcommittee on Retailing,
Disi -ibution, and Marketing Prac-
tices called s series of public hearings
on b.g exports. The four volumes of
testimony collected between January
and July read as if thry comprised a
sceoario in which various factions
played roles assigned to them by the
big outfits, who did nt tesss v, Thi,
may or may not b.v - 5 -enthe case, but
the events sv ges: ar least that the
timber indistry was prepe-ing to raid
the asvl:aal forests with the help of
sevecal federal dopactments and cer.
i, member: of Congress.

The forest praducts industry of Ore-
gon and Washingron, through it five
major industry associations and with
the support of the United Brother-
hood of Carpenters and Joiners, urged
federa]l land management agencies to
restrict immediately the export of leogs
originating on federsl lands o the
1966 level of 330 miflion hoard feet.




rorest v

out <hat the astional forests were the
ptincipal source of timber for the “in-
dependent” mills (the small opera.
tors), snd showed that log exports
bad intensified competition for federsl
timber, thereby incressing stumpage
prices (the price of standiag trees) in
national forest timber sales. They also
pointed out that when log exports first
begin, only inferior grade timber un-
wanted by American industry was ex.
ported, Lut that as the trade increased
30 had the quality of logs leaving the
country, sc that by 1968 the very
ceam of our Western forests was
goiag rorond. Why? Because the
Japacese were naying higher prices
than Avnerican millt were willing or
able to pay.

Frilowing thi, testimony, 3 spokes-
man for the Neiional Forest Products
Association, the industry lobby in
Wuhmgton, D.C., described the e

.4_,‘I ‘e d
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risls in thort supply are applied only
when it becomes necessary to protect
the dumestic economy from ano exces-
sive drsin of scarce materials and o
reduce the mﬂnuomq impact of ub-
normal foreign d d. It

permit the export of logs from Alas-
ka's aational forests, and suggested
an amendment of the Jon 3 Actto per-
mit shipping of forest products be-
tween American ports by foreiga

that such conditions did not exist in
this cese, despite all evidence to the
coontrary, sod that the department
therefore did not have authority to im-
pose controls on log exports under
the provisions of the act.

e State Department further com.
plicated matters by expressing its con-
cern about the impact of export
restrictions on our balance-of-pay-
ments and long-range reiationship
with Japan. It insisted that while the
State Department is not in charge of
government forest policy, neither is
such policy the exclusive responsi-
bility of the Department of Agricul.
ture. It advised that forest policy must
be an agreed Administration posivoa,

celerating d d for lamb
for residenr.al construction and ar.
gued that it log exports from the Pa-
~ific Coart continued to increase the
burdez of supplying construction
lumber would shift 10 other regions.
He also feared that as lumber prices
continued to rise, consum.crs would
use less woad and mo. ¢ brick, stone,
glass, steel, plastics, and slumioum.
Throughout the hearings, almost
every witness avoided discussing the
possibility of restricting the export of
logs coming from private lands, which
explaing perhaps why the big outfits,
which indulge in this practice on »
grand scale, saw 00 need to be repre-
sented st the hesrings. But consider
how strange it is that this subject was
so scrupulously avoided when it is
precisely the exportation of private
tmber that is chiefly respoosible for
the economic pinch in which the
small, “independent” mills ind them-
selves. If this wood were sold here in-
stead of to Japan, the domestic lumber
“shortage” would be sllayed, stump-
age prices would be reduced, and
pressures to cut more timber in the
national forests would be eased. So
why dida't the forest industry of Ore-
gon and Washington d d that ex-

which should be negotiated with the
Japanese government.

The mr'rdramatic climax had ar-
rived. Wi vere the small uperators
to do? Th  epartment of Commerce
would not restrict the export of public
timber; nobody, it seems, wanted to
restrict the export of private timber.
Were the “smail” 'umber companies
simply going o be left t0 die? Was
there an apswer o their dire predica-
ment?

Help was on the way. The Treasury
Department, in the Administration’s
second sppalling display of buresu-
cratic mterfenncc, muod\lced a saaff
report rec a compl
change in policy for 1 mnm;mg our
national forests, which it had prepared
without haviag a single forester on its
staff and without even consulting the
Forest Service. Smelling suspiciously
of Weyerbaeuser's “High Yield For.
estry,” this astonishing document
called for vast increases in the allow-
able cuts, to be met by shortening
forest crop rotation periods and ac-
celerating liquidstion of old-growth
timber to maximize the industry's
theoretice! return on “investment”—
a3 though our virgin forests were a

porution of private timber be restrict-
ed along with that originating c¢n
public lsnds?

The Department of Commerce was
asked what it could do under the Ex-
port Coatrol Act to reduce log export
from natio sl forests. It replied that
controls on the exportation of mate-

[ ial burden to the poor taxpay-
ers [he report recommended that the
Forest Secvice intensify management
by 1) accelerating road coastruction;
2) using balloons to lift imber off
steep, unstable slopes and arers not
otherwise accessible and 3) through
thinning, pruniag, and fertilizing. The
Treasury Departinent even wanted tc

But of course! If you couldn't ce-
strict exports of public timber and
didn't want to restrict exports of pri-
vate timber, even though a so-called
lumber shortage was driving small
operators out of business; if, in other
words, you wanted to have your cake
and eat it too, the obvious answer
would be to cpen up even mote public
forest lands o logging. No woander
nobody talked about private timber
exports. No wonder the big outits,
such as Weyerhaeuser, didn’t even
show up at the hearings. Why should
they, when s "beter’ answer was
there all along? By opening up the na-
tional forests, the big outfis could
keep their lucrative export business,
the small companies could have more
wood, and the government could have
its balance of payments. Only those
who wanted to see the nacional forests
properly mamged would be disap-
pointed.

Ed Cliff, then chief of the Forest
Service, uaderstandably was shocked
by the Treasury Depantment’s surprise
testimony and overwhe!med by the
concerted efforts of industry and ad-
ministration departments 10 pressure
him. He dissgreed that allowsble cuts'
could be increased in anticipation of
work to be accomplished sometime in
the future sad explained that experi-
ments in logging and fenilization
would require much research before
they could be effective. He oppoeed
suggestions for rapid liquidsion of
old-growth timber and the shortening
of rotation periods, and strongly ob-
jected t0 any change in the Alaskan
policy, protesting that there was oo
way t0 incresse the ~liowable cut
there. Unformnately, he weakened his
siend and paved the way for compro-
mise when he added, "there are some
ways by which a jusufied increase in
allowable cut can be made,” including
accelerated road coastruction, salvag-
ing dead and dying timber, thinning
young stands, reforesting non-stocked
land, more efficient utilization of tim-
ber, and new logging methods. He
also pointed out, however, that to do
all thes: would require considerable
t' .. and expense.

Uafortunately, Ed Cliff's best advice
was offered with so lile emphasis



that no one seems 10 have heard it. In
his quiet manner be indicated that our
basic need is for sustained yield man..
agement of «// our comrercial forest
lands, public and private, while pre.
bly free competition would de-
termine the distribution of our forest
products. “It seems (0 us,” he said,
“that puttiog  'imit on federal timber
should not be as effective in the long
rua as changing the mixtare of what is
exported 30 that sawn lumber, ply.
wood, partly processed lumber, wood
chips, pulp, and logs all be exported.
There needs to be a balance in these
products thet tisis country caw sustain.”
CUff did his best 10 maintain the
integrity of the Forest Sezvice. But he
failed 0 emphasize in his i y
that allowsble cuts had already been
greatly incre-sed in thz national for-
ests. By trying to placate his oppo-
nents with a list of ways in which
allowable cuts could be fucther in-
aeased, he laid the service open for
the Timber Supply Act and subse-
quent barties now occurring in the
Nixon Administration.

Missing Voices

NSIDERING HOW willing the

State and Treasury departments
were to express their views, it is
curious that the Internal Revenue
Service ~'as 3o reticenr, capecially
when its testimony could have thrown
considerable light on the chief moti-
vation for the export trade: the huge
profits being made on log exports,
thanks 10 the cupical gains tax. For ex-
ample, 2 large lumber firm buring
umber lands just after Wourld War I
would have paid somewhere between
$1 and $10 per thousand board feer,
depending on species, qualiry, and
locstion. To log, transport, and sell
that same timber today costs about
$25 per thousand board feet, which
brings the total cost of this wood to
somewhere between $26 and $3 % per
thousand board feet. During this same
period, the value of this timber would
have risen, 50 thatin 1970 the average
price paid for exported logs was $127
per thousand bowrd feet. Owing to the
special mx rates applicable to timber,
however, only part of this apprecia-
tion in value was taxed, so cthat the
owners were able 10 reslize about $30
per thousand bosrd feet net ince e,
This figure, when applied 10 the 2.4
billion board feet exported from pri-
vate lands in 1970, yields a net proéc



in the neighborhood of $120 million.
This yenr, of course, both prices and
£xports are considerably higher than
in 1970. No wonder everyone was so
quietabout exports from private lands.

Another voice sudly missing from
the bearings was that of conservation.
Environmentalists had not yet come
to appreciste fully what had happened
to our national forests, nor were they
prepared 10 help Congress decide on
the issue. Consequently, the result of
the 1968 hearings was inconclusive
and did notaddress the real problem,
which was—and still is—the export of
privste timber. Instead, the Adminis-
tration ordered that exports of logs
from public lands be cut back to 350
million board feet per year and that
the status quo be maintained in Alas-
ka. This atrangement—the Morse
Amendment—was confirmed by Con-
greys, while in other places prepara-
tions were underway to introduce the
1970 National Timber Supply Act.

This time, however, envitonmentai-
ists were ready to do bartle, having
come to suspect that the Western na-
tional forests are being overcut at be-
tween two and three times the rate
that can be sustained and to realize
that private lunds are being overcut
<t an even greater rate. Environment-
alists succeeded in defeating the tim-
ber supply act, but they can anticipate
similar, even more difficult, battles in
the future, as the overcutting con-
tinues.

More Public Hearings

E CAN ONLY »peculaie as 10

what produced the remarkable
silence with respect to private log ex-
ports during the 156R hearings, but
one possibility is that the big ourfits
had persuaded the smaller companies
to refeain fror opposing private ex-
ports in retura for belp in obtaining
additional timber ¢ m the nationsl
foress. If such an agrecment existed,
however, it surely musc have fallen
apart when the Natiops! Timber
Supply Act failed to pass, In any case,
by the time Senator Robert Packwood
(acting chairman of the Subcommittee
on International Finance) convened
another set of hearings on timber ex-
poru in June, 1972, the smaller com-
panies had changed their minds. This
time, two msjor industry organiza-
tions, 2 dozen or 30 smaller comps-
nies, and scveral consesvation organi-
zations, having at last discovered a
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common objective, united to strongiy
oppose «// log exports, from private
as well as public lands - chough some
of the smaller companies were willing
10 accept & gradusl reduction of pri-
vate timber exports over a period of
several years.

They agreed that a reduction in ex-
ports wouid improve the log supply
for independeni cperators and in-
crease the amount of wood available
for housing without impairing pros-
pects for establishing wilderness areas
or practicing sustained-yield forestry
on the public lsads. They also agreed
that, contary to the assursnce Wayne
Morse received in 1968, public timber
was indeed being substiuced for pri-
vate timber, which if not exported
would be available for domestic use
Furthermore, someone finally showed
that a ban on exports would not really
burt our balance of payments, but
would more likely help, because Japan
would respond by purchssing larger
quantities of more costly manufac-
tured lumber and piywood. The oid
argument that Japan would iostead
buy logs from Canada was answered
with the fact that both Canadisn and
British Columbian statutes, for all
practical purposes, make the exporta-
tion of logs nertly impossible.

Oddly enough, the opposite posi-
tiun 10 that of the conservationists and
smaller timber companies was taken,
not by Weyerhaeuser or one of the
other giants, but by spokesmen from
the states of Oregon and Washington.
First, Governor Tom McZall of Ore-
gon and two officials high in his ad-
ministration made separate statements
urging termination of log-export con-
trols in favor of uninhibited free trade.
They were iniped ip this opinion by
the Commissioner of Public Lands of
the State of Washington, who re-
ported that & referendum in his sate
supported totally uncontrolled log ex-
ports by a popular vote of two 0 one.
He wentsofar as to propose ameadiog
the Export Control Act to apply only
in case of s national emergency. Ob-
viously, both states welcomed the
boom (and bust?) economy that un-
restricted exports would produce.

Weyerhacuser, testifying for che first
time at any hesring on the subject,
tried 10 appear 10 be in the reasonable
middle of the road. The company
spokesman urged continustio: of the
Morse Amendi.ent with no restric-
tions on the export of private timber.
This would permic the compsny w©

continue reaping profits from the ex-
port of its own timber, while allowing
export of just enough public timber to
invite brisk competition for national
forest umber sale offerings. This
would establich high stumpage prices
for income tax purposes, without cut-
ting materially into Weyerhseuser's
export business. For whatever rea-
sons, Weyerhacuser was joined by the
Fores- Service and the powerful Na-
tionat Forest Products Association in
advocating maintenznce of the status
quo.

Weyerh has good ¢ to
want 1o protzct its export business: its
net sales of logs, iimber, and wood
chips (which amounted 1o $44 million
in 1966) rose to a stupendous $220
million in 1970. Weyerhs=user alone
exported slmost half the total volume
of logs and chips that went tc Japan
[asc year. But there seems (0 be more
to the story. For example, we have re-
ceatly learned that Weyerhaeuser,
which owns 30 percent of the indus-
trial forest land in the Pacific North-
west, is using the profits from the
exportation of the timber on this land
to inance a $1 billion expansion pro-
gram in other parts of the world. Ob-
servers are speculating that the com-
pany plans to sell the timber from its
Northwest holdings and then get out
—~cutting and leaving in the fashion
that has characterized the timber in-
dustry from the beginning. George
Weyerhaeuser hims=If has said that
the forest industry in the Pacific
Northwest cannot compete with that
of Eastern Canada and the Southern
states because of high transporttion
costs, not with that of British Colum-
bis because of the Jones Act, which
requires thar goods shipped between
American ports be handled by Amer-
ican ships (which are more expensive
10 operste than foreign vessels). So
Weyerhaeuser may be phasing out of
the Northwest and has admitted using
the receipts from sales of logs and
chips to Japan to finance new oper-
stions in the South, Eastern Canads,
British Columbis, and Indonesis. The
company does not even have to bor-
row money (O any extent t¢ “nance
this move, thanks to its thi: g ex-
port business.

Weyerhacuser has already begun to
close up shop ii. the Northwest. Sev-
eral years ago, having cut most of its
timber near Lureka, California, Wey-
erhaeuser closed its mill there and dis-
posed of the cut-over land. On Janu-




ary 18, 1972, the company announced
thet it had liquidsted all the old-
growth timber on its Molalla River
Treee Farm in Ofegon Once again, n
shut down its operations and di
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species involved, maximixing the di-
versity of species and ages of trees,
snd being extremely careful 1o protecs
the soil. Such management provides

of the cut-over land, 2 move dut cost
many jobs. Later that same month,

t announced the closure
of iis sulphate mill in Everer, Wash.
ington, located on the site of George
Weyerhacuser's first sawmill in the
West, builtin 1900 after the company
had pulled out of the North Woods of
the upper Middle West.

Where do we go from here?

ETHER the State Deparument

has 10 negotiste with (b= gov-
erament of Japan over wood exports,
or whether we have (o think sbout
wood substi for h con-

for an op production of water,
wood, wildlife, and recreation. Mac-
ginal and submarginal public forest
lands should be withdrawn from sll
forms of develop sod g

for protection only, with emphasis on

that the nation’s projected timber
needs for five consecutive years qouia
be entirely satisfied by domestic sup-
plies. Otherwise, our extensive Wesi-
ern forests may soon be reduced, like
those of the East, to isolsted stands
and fond memories.

watershed, -vildlife, and other public
values,

Unless we now control further ex-
porution of private timber, thereby
easing the pressure on our national
forests, such enlightened forestry
practices as thos= desc ‘ibed above will
stand little chaace of implementation.
Right now, the prospects are not
good. For examplz, the Internal Rev-
enue Act of 1971 provides for the es-

struction, is not crucial. What is of
critical importance is that we ke im-
mediate steps to restorc our forests,
We must demand that the Forest Serv-
ice and the Buresu of Land Manage-
ment  practice d-yield and

blish of Dx ic International
Sules Corporations (DISC) to stimu-
late exports. Under this provision, 50
percent of DISC earnings can be per-
manently exempted or deferred from
federal income tax. Even now, Weyer-

multiple-use forestry as required by
law. It is perhaps even more impor-
ot that we develop & program that
will require a decent level of sustained-
yield management of our private com-
mercisl forest lands. After all, they
comprise four times the area of the
national forests and 20 percent of the
entite ares of the contiguous states.
Proper management of both public
and private forests consists of limiting
the sale of timber to those quantities
that can be sold annually from each
forest in perpetuity without a decline
in quality, practicing a selection sys-
tem of management appropriate to the

h is in the process of setting up
such 1 subsidiary to handle its log ex-
port business. Finally, the trade dele-
gation recently sent (o Japan by the
Presider.t is reported to have nego-
tiated an agreement whereby Japan
will import 700 million more board
feet of logs this year than last in order
to help our balance of payments. By
such actions, it is clear that the Ad-
ministration does not understand how
important it is that we act now to
protect our remaining timber re-
sources. Therefore, it falls on Con-
gress to forbid the export of logs--
possibly even lumber products-—un-
less the Secretary of Agriculture finds

AMERICAN IMPORT, EXPORT AND
PRODUCTION OF wWOOD IN 1970

Domestic
import Export Production
(Frgures represent bithon board feet)

Item

Logs
Sottwood 142 3758 (3)
Hardwood 050 092 (a)

Subtatal 1% 38%  (a)
Lumber
Softwood 5.800 1200 27.000
Hardwood 300 Jdog 7.000
Subtotal 6.100 1.300  34.000
Veneer 282 .49 (b
Plywood
Sy:hwood - .051 6.255
Hardwood 922 026 78
Sublotat 922 077 7.0
Pulpwood,
Pulp and
Paper 4.005 2810 17.575
Total 11501 8.086 58613

{») Included in lumbet ané 2!ywood.

(b) included in plywood

1000 square feat 14" veneer equals 150 board
feet. 1,000 square leat % ° plywood equats 450
board feet. | cord equals 500 board feat, and it s
sssumed 0%, pulp and paper 13 manutactursd
Irom sawlogs.

Reprinted from the Sierra Club Bulletin, January 1973
Sierra Club, 1050 Mills Toxor, San Francisco, Calif. 94104



86

Memorandum: Department of Agriciiture—Forest Service, Institute of North-
ern Forestry.

To: Keith Hutchison, Project Leader.
From : Jim LaBau.
Subject: The Joint ALP-USFS Sale Appraisal Study

As you are aware, the Sitka District Ranger's office and Alaska Lumber and
Pulp have completed a joint appraisal of the Pelican, Hoonah, Kelp Bay, Alex-
ander, Crawfish, and Sitka blocks of the Sitka Working Circle, an area which
Forest Survey first inventoried in 1956.

Robert Mattson and I have studied this joint report in depth to the point
that we are able to follow the analysis from the computer input through tc
the final tables. We also have been able to make meaningful comparisons be-
tween Forest Survey statistics and those statistics of the Joint ALP-USFS
study and to offer comment on why these differences exist. Neither Bob nor I
have the experience needed to pass judgment on the basis cost assumptions
used in this study. We assume someone more attuned to this arca will exam-
ine the cost assumptions very carefully. However, the mechanics of the joint
ALP-USFS study seem to be acceptable and the statistics resulting seem to
be generally accurate if the Forest Service is willing to accept three assump-
tions which account for the bulk of the differences in this study.

A few nonconsequential mathematical errors were found in the report, com-
puter output varied occasionally from report tables, and—in some cases—sta-
tisties did not balance from table to table. On page 2, there is an error in
comparing Forest Service cruise volume to ALP water scale volumes. The For-
est Service cruise volume should have been reduced by a factor of .7707 to be
comparable with the Bureau 32-foot log water scale. That comparison error
was further compounded because of a4 mathematical error by the joint study
team in favor of the Forest Service. None of the errors mentioned above
would, however, change the conclusions of the report.

The three factors which account for the majority, and possibly all, of the
differences in estimates are:

1. Inclusion of excessive areas of low volume forest land as CFL in the
joint study.

2. Use of an unrealistically low flgure for “Total Delivered Cost” in view of
this being a 50-year sale (i.e., $45.87—the cutoff value used to determine eco-
nomic operability).

3. Application of today’s accessibility and operability guides to decide which
areac are ‘“‘Unreachable” over the 50-year sale.

Bob Mattson has examined the effect of the second factor and will write
this up in a separate letter. I will show the effect of inclusion of excessive
low-volume areas in a study of this type.

The joint ALP-USFS study indicates that the amount of volume accessible
to logging is only about 12.5 percent of that reported in tre Sitka Working
Cirle Timber Management Plan (542,148 MBF vs. 4,322,215 MBF). Since that
Timber Manageme t plan uses voi- ues taken from Forest Survey Report #2
by A.P. Caporaso, the implicatior. s that Forest Survey overestimated the ac-
cessible volume of these blocks by %' percent. :

To get to the basis of this diffe.ence, I felt that a comparison needed to be
made from a common area base. 3~ a search was made to determine the For-
est Inventory area statistics associzired with the Timber Management Plan vol-
unme statistics used for comparison on page 2 of the ALP-USFS report. Table 1
of this memo shows the derivation of the arcas affiliated with those volumes.
The volumes used in the comparison came from an area of 189,146 acres.

It then became apparent that despite a decrease in available volume there
was a very significant increase in commercial forest land (CFL) of the joint
study. The joint ALP-USFS siudy reported 363.233 acres (see Table 1 of this
memo) or an increase in area of 174,087 acres. The joint ALP-USFS report
statistics represent an increase of 192 percent over the CFL statisties of the
Timber Management Plan. With this very significant increase in acreage an-

.other perplexing statistic evolved. The average volume per acre estimated for
all commercial forest land of the joint study was 17321 bd.ft. compared to
26,191 bd.ft. as implied in the Timber Management Plan (see Table B of this
memo). The volume per acre estimates were reasonably close for accessibie
CFIL, (28,341 bd.ft. for the joint study vs. 26,741 for the T.M. plan). However,
the average volume per acre for inaccessible timber dropped from the Forest
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Survey estimate of 25,079 bd.ft./acre* to 16,708 hd.ft./acre for the joint ALP-
TISFS study (see Table B of this memo). A study of these relationships gave
an important clue to one of the major factors causing estimates to deviate be-
tween the two studies.

The hypothesis that evolved from relating the joint study’s average volumes
per acre to the increase in CFL area was as follows:

The joint study included 174,087 low-volume acres in their commercial forest
land estimates which Forest Svrvey originally called noncommercial forest
land (i.e.. forest land not presen.., producing 8000 bd.ft. Seribner net inven-
tory volume per acre and not having the potential to do so in the future).

The assumptions accompanying this hypothesis are as follows:

1. These 174.0R7 acres would generally fall in the inaccessible classification
of the joint study-—higher elevations and/or poorer sites.

Reply to: 2430 Commercial Timber Sales.
Subject: Measures to Expedite Selling Timber.
To : Forest Supervisors, R-5

Last week you received a copy of Chief McGuire's TWX explaining timber
sell goals for Calendar Year 1973. While Region Five's portion of the 11.8 bil-
lion feet has not been indicated yet we are expected to sell the remainder of
our F.Y. 1973 goal plus one half of F.Y. 1974 financed goal by December 31. In
addition we will be assigned somewhere between 50 and 100 MM of thinning
and salvage. Accomplishment of this program will, of course, require the per-
sonal attention of each supervisor and district ranger. As indicated in Me-
Guire's TWX, goals for 1974 and 1975 will also be forthcoming,

In order to assist you I am attaching a list of suggestions for vour further
consideration. There is no one easy answer to the total problem. I do not ex-
pect you to adopt any measure that would result in environmental damage or
that is contrary to law or the Secretary’s Regulation.

In view of the outlook for the next few years it is essential that you adopt
a sense of urgency and impart it to your people. Do not hesitate to ask for as- -
sistance from either me or my staff at any time.

The first (hree items are bheing proposed to the Chief for his cons.deration.
If we get retief we will pass it on to you.

The Division of Timber Management will contact you for dates to visit with
you and your people to discuss how you might best use the proposed measures
to meet your problems. In order to get this done in a timely manner I am sug-
gesting all forests will be visited by TM teams during the weeks of April 9
and 16. These teams will entertain anv added suggestions you might wish to
make.

Doueras R. LEIsz
Regional Forester.

Measure Comments
(1) Contract cruising-—or mark and If monev is available it will save
cruise. manpowes Before you contract the

marking we will have to get relief
from Secretary’s Regulation §-15. We
will pursye this,

(2) Remove limitation on authoriza- This would encourage larger sales and
tions to forests for sales under 50  save time. It requires Chief's ap
MMBF. Require Ro review of an proval. It is in line with policy te
adequate sample of all appraisals delegate more to forests.
each year.

(3) Delegate authority to Supervicors Takes Chief’s approval. This is appro
for sales contracted under earlier  priate aection inasmuch as most
Regional Forester authority. forests now have authority up to 25

: : : ‘ . MMBF. This. affects many current
sales. Tt would result in time savings
for sale modifications and rate rede-
termninations. Environmental modifi-
cations would econtinue to be ap-
proved by the Regional Forester.

*2.038.088 =~ 62,631 X .7707 = 25,07 tJustment from {nventory cruise to Bureau
water scale.)



(4)

(5)
(6)

(8)

(9

(10)

(11)

(12)

(13)
(14)

(17)
(18)
(19)

(20)

(21)

(22)

(23)
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Measure
Sample marking.

Void.
Sell on
cruise)
Do more clearcutting, with due
consideration for «ilviculture, seil,
water and esthetics.

the cruise. (contract

Increase the volume in sales cur-
rently under preparation.

Make Intermediate Nanitation
cuts and sell timber in leave
blocks or partially cutover areas
already roaded.

Guaranteed volume salvage sales,

Make larger sales (save on ap-
praisals and environmental analy-
Ses.)

Reconsider need for E.A. (ab-
breviate on simple sales, use one
for several comparable xales.)
Reduce multidisciplinary reviews
on simple sales.

Streamline appraisal methods.

Sell on comparative appraisals
when appropriate.

Centralize appraisals to get maxi-
mum use of 8O or other appraisal
specialist,

Long-hand appraisals as appro-
priate.

Develop computer program for ap-
praisal computations,

Avoid road Dbetterment, rece .-
struction of  old timber access
roads.

Lolay engineering until after sale
is made.

Reassign personnel financed by
P&M-031 to do some direct timber
sale work.

Use a standard 2400-3 contract
for all small sales with blanks
to fill in rather than develop a
new contract for each sale.

Use overtime and compensatory
time as needed to get the jobh
done.

Commrents

Use it only as a last resort because
unmarked sales resuit in added work
for sale administrators and can lead
to trouble.

Lump sum sales sold on cruise volume
hasis.

P’roduces the maximum volume per
aere. Saves sale preparation. Don’t
enlarge cut units but make more
clearcut sales to get volume,

By adding additional cut blocks.

Ree FSM 247133, R Supplement #
108,
Contract large areas. Iurchaser find

trees—Forest Service mark. One vear
sales. Either scale or tree measure.

But keep in mind community and mill
needs for small sales.

cnvironmental Analysis.

a. Reduce narrative section of apprai-
sal when you have an environmental
analysis.

b. Use district average costs for road
maintenance, slash disposal, erosion
control, snag falling, etc.

Use you best appraisal men on ap-
praisals and others on other work.

Nome forests are now doing,

In caxes where sale can be made ready
to advertise, except for engineering,
do it later. Only recommended for
occeasional use.

Good training for specialists and good
for production. Espeeially applicable
for foresters now assigned to spe-
cialist jobs, but might be appliceable
to others.

These measures for consolidation in accordance with the Regional Forester's memorandum
of April 2,1973.
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Measure Comments
(24) In some cases one environmental
statement might be used tfo cover
more than onre coadless area.
(25) Defer unit area and long range
planning if it is not compatible
with meeting timber selling goals.

S1ERRA CLUB.
MiLLs TOWER,
San Francisco March 13, 1973.

RoBERT E. SHULL, Chairman,

WENOCA Group,

Sierra Club Western Nurth Carolina Group
406 Glenheath Drive

Hendersonville, N.C.

DEAR BoB: 1 am sending a collection of materials about forestry that I
think will help you prepare your speech. You should get information about
wilderness and wild area legislation from Peter Borelli in Washington.

The one important thing which is not in writing to my knowledge is the cur-
rent status of forest land. The Forest Service is now circulating the following
statistics as of 1970 :

The total area of the United States is 2,200,000 acres. Of this 753,000,000
acres is forest but only 500,000,000 is commercial forest. The 253,000,000 acres
which is not commercial is divided as follows:

Unproductive ___ __ . o ___ 234,000,000
Reserved, that is in national parks, wilderness areas, ete. ___ 17,000,000
Ireferred, meaning reserved for possible inclusion in the

wilderness system . _ ____ _____ o ___ 3,000,000

The 500,000,000 acres of commercial forest land consists of 93,000,000 acres of
national forest and 407,000,000 acres which is mostly privately owned but with
a small proportion belonging to states, counties and other federal agencies.

The national forests contain 197-million acres of land altogether of which
only 93-million acres is commercial forest, 88-million in the lower 48 states.
This is what we are primarily concerned about in our conflict with industry
and the government. In December 1971, too late to affect the above figures, the
Intermountain Experiment 3tation of the Forest Service published a report en-
titled “Stratification of Forest Land in the Western National Forests” in
which they reported that 229, of the commercial forest land on the national
forests is misclassified. That means 20-million of the 8R-million acres in the
above figures is too low in productive capacity, too steep, too seattered or un-
suited otherwise for timber management. It should be added to the 234-million
acres classed as unproductive, but apparently will not be until the Forest
Service conducts another nationwide survey, some ten years from now.

The roadless areas of the national forests which are currently in the news
comprise 56-million acres of which only 35-million acres is loeated in the lower
48 states. Out of the roadless areas only 19-million acres is classed as commer-
cial forest land and of that only 15-million acres is in the lower 48 states. It
is not known exactly where that 20-million acres of misclassified forest is lo-
cated because the Forest survey is conducted by sampling techniques rather
than mapping techniques. Nevertheless it seems quite likely that the bulk of
that 15-million acres within the roadless areas will be very largely included in
the 20-million acres which has been misclassified because the roadless areas of
the national forests are by nature the least desirable, the most remote and lo-
cated in the highest elevations of any land remaining undeveloped in the na-
tion forests.

I have poinied out elsewhere that the allowable cut on the national forests
grossly exceeds the quantities which can 1.2 sustained under the multiple nse
law. Misclassifleation of forest land is part of the reason the allowable crt is
too high. Industry is determiiied vo keep the nllowable cut as high us pessible
because they want the timber I therefore believe that the big argument about
the roadless areas and wilderness .~reas at the present time is merely & hold-
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ing action to prevent correction of allowabie cut determinations on the na-
tional forests, while industry cashes in on the excessive logging presently justi-
fled. This point cannot be made too strongly. We must never overlook an
opportunity to point out that the Forest Service is selling timber in quantities

far in excess of that which can be sustained on the western national forests.
Sincerely,

. GorpoN ROBINSON,
Forestry Consultant.

Senator Cranstox., OQur next witness is Donald Van Iderstine of
the Port of Stockton. We welcome you.

STATEMENT OF DONALD VAN IDERSTINE, PORT OF STOCKTON

Mr. Vax IbersTiNE. T represent the Port. And we’d like to go on
record as—that is the Port of Stockton. We are against any legisla-
tion that would inipede or restrict or deter the logical movement of
international trade.

Now, again, 'm not an expert on forest products. But from the
facts that have been brought out here today. We were able to re-
search that 2.7 billion feet of logs that were exported in 1972, repre-
sented only 5.5 percent of the total U.S. sawmill harvest. Primarily,
82 percent of that, according to our research, came from the State of
Washington. The remaining 18 percent, came from Oregon, Califor-
nia, and Alaska.

Getting into the economics, if we were to ban the logs, individu-
ally, at the Port of Stockton, the 1972 shipments caused a direct
payroll of $190.143, giving employment to 2,232 men for the total
vear. And that was from a total exportation of 15,788,000 board
feet, or 99,790 tons, and also produced $95,000 in revenue to the Port
of Stockton. who has taken these funds and reinvested them for the
citizens of the Stockton port district.

And from these figures, you can certainly realize that we have—
while we are a junior, this movement of logs is of great concern to
us.

There also are many public agencies, Federal, State, county, and
local, who have relied upon the revenues from the exportation of
logs.

The termination of this exportation could cause some of the com-
munities to go into default on bond issues, and what was recognized
as a national replenishable resource. .

Now, if we ignore the fact that the forests do have the capability
of reforestation for continuing supply, is to take a very short view
of a world problem of supply and demand.

It also should be noted that the Japanese preference has been to-
ward the secondary log, which has been termed western hemlock or
the west fir, I think the expert referred to it. And it seems that
there has been a higher value of logs that have been produced, a
higher yield, and a greater utilization. per acre of the forests, and
has reduced the amount of slash in the forests. o
One other factor our research brought up. Senator, was the hous-
ing demand will exceed mill production capability in 1973.

Senator CranstoN. The housing demand what ?

Mr. Vax Tperstine. The U.S. housing demand will exceed the
mill production capability in 1973.
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Senator Craxstox. What is the source of that statement ?

Mr. Vax Iberstine. This is a source from our research people up
in Stockton.

Senator Craxstox. Could you supply us with the records on that?

Mr Van Inerstine. I will do that.

(re information was never received for the record.)

Mr. Vax IperstiNe. The housing increased 62 percent from 1970 to
1972, and lumber consumption by 21 percent. Again. these were facts
that were considered.

Homebuilders want more lumber at lower prices, and believe that
fewer exports will provide it. Again. we at the port certainly do not
want to have the U.S. Government suffer by unsound export of our
natural resources, but we do not believe that there has been any di-
rect or important impact upon the exporation of logs on these re-
sources.

Senator Craxstox. Do yvou believe that if we had had this ban on
exports in the past 6 to 8 months we would still have this spiraling
price of homes?

Mr. Vax IpersTine. Based on the information that we have, we
do not believe that that would have any appreciable effect on the re-
duction of lumber prices.

Senator CraxsToN. I have no further questions. Bob?

Senater Packwoop On page 2 of vour statement. vou say: “Pres-
ently. r .s on the Pacific coast are operating at record-high capac-
ity levels. and . . . these mills could not process any significant
volume of additional logs . ..” What’s vour source for that?

Mr. Vax Iperstine. This, again—let me just put my position
here. T am representing Mr. Andersen. the port director, who would
have been here testifving. And this 1s the result of the research and
the information devcloped through our team up at Stockton, con-
cerning this particular point.

Senator Packwoon. T would appreciate some corroboration.

Mr. Vax IperstiNe. Tl do that. Senator.

[The information was never received for the record.]

Mr. Vax IpersTiNe. T just want to explain something. We were
informed—TI was also informed that because of the number of wit-
nesses that there would not be time. and they requested that we submit
a written testimony. So T didn’t really come prepared today with all
the backup.

Senator Craxstox. Thank you very, very much.

[Statement submitted :]

OFFICE OF THF. DIRECTOR OF THE PORT,
Stockton, Calif., April 3, 1973.
SENATOR PACKWOOD,
Rubeommittee on International Finance, Committce on Banking, Housing and
Urban Affairs, U.S. Senate, San Francizeco, Calif.

Dear SENaTOR Packwoon: The legislation as proposed by 8. 1033 has the ef-
fect of singling out an individual product within the scheme of international
trade for serious curtailment. o ’ ‘

It is a we'l known fact that in 1972 the 2.7 billion feet of logs exported
were only 5.5% of the U.S. softwood harvest. Here on the Pacific Coast, the
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State of Washington provided 82% of all logs exported, while the remaining
1857 came from Oregon. Caiifornia and Aiaska. ’ ’

As a comparison, within the State of Washington 23% of their exports came
from State-owned lands, the revenues from which go toward the expenses of
the State of Washington operations, Whereas, only 99 came from Federal
lands, and the greater majorit of 68% came frem private lands.

Japan purchases 937 of the logs for their own housing needs, with no prod-
uct shipped back to the United States to compete with any of the U.S. domes-
tie products. With the established facts that exports took only 5.5% eof the
U.S softwood harvest in 1972, it is difficult to comprehend that the logs ex-
ported had an effect on domestic production or the individual cost of sawmill
purchases for lumber production.

Presently, mills on thke Pacific Coast are operating at record-high capacity
levels, and despite the levels of export logs should they be diverted to the do-
mestic mills these mills could nnt process any significant volume of additional
logs to affect the immediate market. The answer to this, of course, is the con-
struction of new sawmills. However, this will require time.

If the United States were to impede the exportation of logs through this leg-
islation this, of course, would impede the balance of payments which is al-
ready out of line, and rather than do a service would in fact cause a great
disservice. If logs were restricted, the largest econsumer Japan would suffer
heavily.

British Columbia and United States mills would of necessity divert lumber
from the United States to Japan for sales overseas. United States lumber
prices would increase with less lumber available domestically because of the
benefits realized under export tax shelters. It would be our estimate that East
Coast shipments of lumber by water would most likely be the first to be di-
verted to Japan this causing a shortage on the Atlantic Seaboard.

Presently, 30% of the lumber used in U.S. housing comes from Canada. The
[nited States import volume from Canada is three times the U.S. export vol-
ume to Japan.

While California remains a junior partner in the exportation of logs they
nevertheless have a very specific affect on three ports—those being Fureka,
Sacramento and Stockton.

At the Port of Stockton, 1972 shipments of export logs caused a direct pay-
roll of $£190,143.00. giving employment to 2.232 men. accruing from a total ex-
portation of 15,788,000 hoard feet or 99.790 tons. It also produced $95.000 in
revenues to the Port of Stockton who has taken these funds and reinvested
them for the citizens of the Stockton Port District. From these figuies you can
realize that although we are a very junior partner in the exportation of logs,
the movement of this product is very much of cor~ern to all of us,

There have been many public agencies—feder.... state, county and loeal—who
have relied upon the revenue from exportation of logs. At terminatior of this
exportation cou'd cause some communities to go into default on bond issues on
whish was recoenized as a natioaal replenishable resource. To ignore the fact
that our fore s have the capability of reforestation for a continuing supply is
to take a . ery short range view of a world problem of supply and demand. It
also sho' id be noted that the Japanese market shows a preference toward the
Western Hemlock which is of secondary value to domestic users of logs. The
higher values for logs has produced a higher yield and a greater utilization
per acre of the forests and has reduced the amount of slash in the forests.

The United States housing demand will exceed mill production capability in
1973. Housing increased 6297 froin 1970 to 1972, and lnmber consumption by
21%. Homebuilders want more lumber at lower prices and simplicitly believe
that fewer exports will provide it.

It is the small mill operator who obtains record revenues early in the boom
as lumber prices move up rapidly. They then bid up log prices to insure they
have a supply to produce goods for the booming lumber market. In six months
the bidding usually results in significant increase in the operator’'s raw mate-
rial -cost and an eroding of this profit margin. In this circamstance, attention
is usually directed toward the export market—the assumption being that an
export han would cause log and timber prices to drop. Such a situation, cou-
pled with the even higher product prices that would result from a log export
ban, would present these mills with the best of all possible worlds--rising
prices for their products, and dropping prices for their raw material, with
profit margins improving rapidly as income increased and costs decreased.
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Then there is the environmental extremist who does not want any trees cut
for either export or domestic use and do2s not realize that higher values bring
about higher yields, thus reducing the acreage cut. Instead they equate the
growth in harvest volume with an increased acreage, but have no recognition

that because of yield and utilization improvement the harvest acreage has
been reduced.

Still another is the neo-isolationist who wants to protect domestic jobs at
any cost but do not stop to calculate that any international trade that favors
the U.S. economy produces more jobs than it exports.

We at the Port of Stockton wish to go ou record that we are against any
legislation that would impede or restrict or deter the logical movement of in-
ternational trade.

Yours very truly,
RICHARD A. ANDERSEN,
Yort Dircclour.

Senator CraxstoN. Qur next witness, and our next-to-the-last wit-
ness, is Hugh Bannister, president, Association of Western Pulp and
Paper Workers. Portland, Oreg.

Mr. Bannister, we welcome you.

STATEMENT OF HUGH BANNISTER. PRESIDENT, ASSOCIATION OF
WESTERN PULP AND PAPER WORKERS, POKTLAND, OREG.

Mr. Bax~Nister. Mr. Chairman and Senator Packwood :

T have appeared previously in Salem, Oreg., on a hearing dealing
with the export of logs. I had submitted some testimony at that
time, and I've submitted some more since then, more on a practical
basis then on a technieal basis.

As president of the Assocation of Western Pulp and Paper Work-
ers. we are in favor of Senate biil 1033,

I represent 21.000 pulp and paper workers from Washington, Ore-
gon, California, and Alaska.

Because of vour position on not reading testimony, I have some
off-the-cuff positions to present to you, and you can question me on
any of them, if you wish.

T want to talk about the loss of jobs, because of the no-growth at-
titude of such corporation as Weyerhaeuser, I.T.T.-Ranier, Scott
Paper Co., Georgia-Pacific, and Louisiana Pacific, because I do busi-
ness with them on a day-to- dav business,

Senator CraxsToN. What attitude?

Mr. Bax~NisTeR. No-growth attitude in the Northwest.

Weverhacuser s the largest private timber holder in the North-
west. They own about 30 percent of the timber up there.

At a time when they’re exporting unprocedonted amounts of logs
overseas, there’s no expansion in Washington State. there’s no expan-
sion in Oregon, for Weyerhaeuser Corp. “As a madter of fact, the.. .
little expansion in the industry generally.

There are two companies up there that this year have suggested
that they’re going to expand their plants. One of them is Geoigia
Pacific at Toledo, Oreg.; and the other one is Longview Fiber Corp.
of Longview, Wash.

Any time when there’s $900 million being invested in the industry
—Washington State has investments of $11 million—This is the
place where the largest amount of softwood is available for lumber
and pulp and paper.

94-853—73—7
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Weverhaeuser Corp. is building mills in British Columbia. They
e\pandod their mills from 250 tons a day to 1,250 tons a day. At fhe
same time, thevre closing down a mill in Everett, Wash. ‘that em-
plovs 300 and some people. Th.s vear they used the ecology kick as
the reason why they're doing it. But that mill provides, the last year
that T have statistics, $1.8 million in profit.

So it’s not a matter of closing down the mill that today is unprof-
itable. they expect that the profits there could go on for another 8 to
10 vears. Weverhaeuser doesn’t minee any words about it. They say
that tl*on Washington timber is going to be utilized for export.

We're concerned abont jobs. We're concerned about the fact that
the timber that’s being exported right now represents pre sure to be
applied later, not onl\ in Oregon and in California, but on the pub-
lic timber lands of our Nation.

I have no quarrel with utilizing the publie timber, if it’s prime. if
it’s ready to be harvested. But it has to be done on a basis that is
for the betterment of the people of this Nation.

- T don’t think we can sustain the supply of timber, lumber, paper,
and evervthing clse for the United States, as well as the Japanese
market. We just can’t do 1t.

The other thing that bothers me about the shipment of logs is not
so much that the Japanese are buying them or that the peeple in
British Columbia are buyving them to process lumber and then send
it back acro.s the border. but the Congress of the United States
passed a taw, The Revenue Act of 1971, and it provided for such
corporations as Weverhaeuser, (G.I%., and Secott Paper Co. to form
Domestie International Sales Corporations. The Intent was to ex-
pand the export of American products. So they gave them good tax
write-otfs and capital gains, on the income from export of the prod-
uct,

Weverbaeuser and these companies have gone to the timber to ex-
port to make their profits.

Exporting from Washington State for the Weyverhaeuser Corp.
announced that was 20 percent of their corporate profit.

They’re using that cornorate profit to build mills in the sonthern
part of the United S.ates and Canada. They don’t make any bones
about 1t.

When we approached them about cxpansion of the pulp and paper
industry in Washington State. they put the pressure on politicians.
They say vou cither give us more tax breaks or we're going to leave
this p.nt of the country and w ¢'ll Just grow timber.

Georgia-Pacific has said it in Oxmron Mr. Packlaud, president of
that (-mpmatmn said thev would no lo*wm invest money in Oregon,
unless they got proper tax breaks. They w il export logs.

Along with the ban on logs. T think you've make a mistake in not
banning chip suppiies as well. There's a great need for building ma-
terials, flake board, pressed bwaid, of many natures are needed m
this country.

Also. T believe that if you look at what happened to the Scott
Paper Co.. you'll understand that the chips that are going to Japan
are having an impact on the pulp and paper industry. And Scott
Paper Co. of Everett, Wash., has had two shutdowp of 3 to 6
months, because of a shortage of chips; at the saine tune that they



95

were exporting logs from their west coast operation. they were im-
porting chips from Canada. And they laid off 100 men each time.

[ have the statement to the union that this is the reason why they
were laving these people off. They were off “or 4 or 5 months in this
last situation.

But I believe other than just coming here to protest the exporting
of logs. T think that we have to Jook to some proposal, somedhing
that we should do.

Both of you ave in the Senate of the United States. You could do
this Nation a great benefit, it yvou would join the likes of Wendell
Wiratt and others. and do evervthing we could to expand the refor-
estation of our Northwest. _

Instead of o HO-vear plan. let’s have a H-vear plan or a 10-vear
plan. Let’s employ Lome peop e and go out and reforest these lands
that are dormnt ... 5 to 6 million acres.

Take a look at the land that’s allowed to go fallow. that was prob-
ably the greatest timber proancing cmmtr\ in the world. It should
be ve t(nvstod with fir. something that would benefit the people of
those are

I'm a llttlv parochial in this area. because I've lived all my iife in
Washington and Oregon. except for a few vears in Australia. And I
think that that timber up there, whether it belongs to Weverhaeuser
Corp. or whether it belongs to Georgia-Pacifie or whether it belongs
to the Federal Government. it's there to provide me with a liveli-
hood and cvervone else in the industry.

I would hope that vou would look at what 1t does when you ex-
port logs and cut off all the timber. There’s no stabilization of the
communities that depend on lumber mills and the plywood mills.

They look at a pulp mill and they say: OK. We've got to have a
timber supply for 40 vears, for the life of that pulp mill.

No one is going to mvest in the northwest in the pulp mills or any
other facility, if tl](‘_\‘ an't see that supply of timber available for
them.

And today. the private timber companies, the large ones that have
timber holdings are the only ones that can survive, “The little guy is
Jost.

I'm concerned abonut the little Tumber man in Oregon and Wash-
ington. ITe has to go to them and beg for timber. He has to depend
upon the national forest for timber.

FForests take a long time to grow, many, many vears. It’s not hke
growing a crop of wheat and shipping it this year and then you
have another crop next vear, It takes 40,50, 100 vea

What Dbothers me. when T travel the roads (md tho airways, 1s [
look at the land that’s been completely raped from the export of
Jogs. It bLothers me also to drive down the highways and see that a
great deal of immature timber is now being Tiarvested to meet the
demands.

I also think that you're missing another important thing. Today,
in this country. vou have i energy erisis. I think the timber supply
that we have and tlu* waste material that's used in some of ous
plants could be utilized a= a source of energv. We do it now with
the palp mills. We use the waste material for the production of clec-
tricity, to operate those plants.
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Thank you very much.

Senator Craxstox, Thank vou very much, Bob?

Senator Packwoon. One question. This morning Iarry Bridges
stated that, as far as the longshoremen are concerned, there are
roughly 3.000 to 3.500 total divect jobs at stake. If that three billion
board feet of logs were not exported and instead were milled here,
how many direet jobs are we talking about for mill workers?

Mr. Baxyrsrer. It would be almost impossible to determine. But
I would assuniz in our industry we're talking about the residual re-
mains of the log after it’s heen utilized for umber. When we put up
a mill of 1500 tons of paper production. we're talking in terms of
500 or 600 people. And I think that what happens is if companies
such as Weverhacuser were not prepared to invest money in a mill,
we've lost those jobs. We not only have lost those jobs, but we're in
jeopardy of losing jobs in mills that are older and have to be remod-
ernized.

Senator Packwoon. Let me interrupt vou. T understand that if the
company’s not going to put any investment into it, it doesn’t matter
how many logs there arve, if there’s no mills. But I am curious as to
how many jobs 3 billion board feet of logs will support.

Mr. Bax~isrer. In the pulp and paper industry/

Senator Packwoon. Yes.

Mr. Bax~xister. We could double our capacity.

Senator Pacikwoon. ITow many jobs would that represent ?

Mr. Baxyisrer. 21,000 right now. Primary mills we represent
about 15,000. And in California, we represent another 5.000 or 6,000.

Senator Packwoon. And vour answer relates only to the ones you
renresent. You would double that.

Mr. Baxyster. No question about it. Tf they invested here. the
demand is great right now, for the product. And they should be n-
vestiing now.

Sen itor Packwoop. Thank yvou. T have no further questions.

Scnator Craxstox. Thank you very, very much.

(Statement submitted:)

STATEMENT oF HUGH D. BANNISTER, PRESIDENT, ASSOCIATION OF WESTERN
PurLpr axp PAarER WORKERS

Mr. Chairman. T am Hugh D. Bannister, president of the Association of
Western Pulp and Paper Workers, a union of 21.000 members headquartered in
Portland, Oregon.

I have asked to appear before your committee to speak on behalf of a com-
plete ban on the exporting of logs from Washington, Oregon, California and
Alaska. and in behalf of Senate Bill 10383,

As a long time worker in the wood prodnets industry, T don’t profess to be
an expert in the fieid of foreign trade balances or for that matter—an eco-
nomic expert—so my report will be concertned primarily with what 1 see hap-
pening first hand—day-to-day—in the western United States,

I do however. know that the welfare, livelihood and future of many of us
who live. work and love the Pacific west is in jeopardy because of the export-
ing of our logs and wood chip supplies.

In today's log market, the Pacifie states have simply and sadly become a pri-
‘wate “Asiatie "Pree Farm® for Japan, managed by multi-nationat American cors
porations whose only concern is (hieir own excessive profits and to hell with
those of us who live in ihese states.

There is no doubt great pressures are being bhronght to bear on the congress
and the sadministration by these corporations either by using the balance of
trade argument with Japaun as an excuse or collecting on past political debts,
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I would suggest however, that whose of you in congress lend an ear to the
cry and the needs of the American worker, consumer and taxpayer not only of
the Pacific west but of the nation.

We are sick and tired of subsidizing foreign nations and multi-national cor-
porations through our tax systems and trade practices.

No one ean argue with the profit system of our eountry. It has been good to
all of us until yexterday.

Yesterday the large timber corporations of the Pacific west have found out
they can have their profit and our jobs as well.

A review of some of the problems that are faced in the western states are
expressed as an indication of how the ordinary worker can be deprived of his
right to earn a living in an area where the basic industry is dependent on the
piivate anl public timber supply.

Mr. George Weyerhaeuser, president of Weyerhaeuser Company on June 21,
1972 stated that nationwide and worldwide forest produets industry capital ex-
penditures  for new and modernized converting capacity have aceelerated
thronghout the past decade. In Washington state they have lagged behind.
Why?

Weyerhaeuser (“nmpam‘ is the largest private timber owner in Washington
state, owning 300+ of the industrial forest lands in the Pacific Northwest.

And at a time when Weyverhaeuser is closing their profit making sulfite mill
in Everett, Washington, supposedly for ecological reasons, Weyerhaeuser is ex-
panding their operations in British Columbia, Canada and in the southern part
of the TUnited States.

Mr. George Weyerhaeuser states that within 5 years his company will be ex-
porting 5% of their Pacific Northwest production—and I might add with em-
phasis—on raw materials, wood chips and legs.

Mr. Weyerhaeuser let the cat out of the bag in a speech on June 21, 1972,
when he said,="We are an old industry here, and our manufacturing plants
show it. Many are not designed to present raw material supply requirements.
Many are inefficient producers, Many are not able to meet the product require-
ments of new markets., Many, in other words, are or soon will be marginal
from a competitive standpoint. If the industry Is to compete it will require
within the next decade the infusion of literally hundreds of millions of dollars
of capital for new piants and modernization of existing plants.” :

Weyxerhaeuser Company exports large quantities of prime timber from Wash-
ington stute to Japan. accounting for approximately 209 of their corporate
profit. They alone exported almost 1. of the total volume of logs that went to
Japan in 1972

There is no secret, that under the Revenue Act of 1971, Weverhaeuser Com-
pany has formed a “Domestic International Sales Corporation” for tax relief
purposes, which allows them to export logs at tremendous profit practically
tax free. while they build new manufacturing facilities outside Washington
state. As a matter of fact, Washington state log export profits are designed by
Weyerhaeuser Company to finance pulp and paper facilities in Canada and
Southern United States.

Weverhaeuser Company isn't alone.

Another company in the Pacific Northwest that ighores the needs of that
area in its drive for excessive profits is Scott Paper Company, Everett, Wash-
ington. They ualso have formed a “Domestie International Sales Corporation”
to beat the tax erunch, while destroying the economic well being of the area.

That company has just returned to full operation at its Everett, Washington
mill after two lenghty periods of partial closure because of a shortage of
chips, while at the same time Scott Paper Company was exporting logs from
its west coast operations,

The Japauese buyers of timber sales are presently bidding 4 or 5 times the
appraised vaiue of Washington and Oregon timber, which of course eliminates
any competition from small mill operators and American huyers,

Because of log exports the Reattle Cedar Lumber Mfg, Company was foreed
to close their plant permanently March 9, 1973, President W. D, Black of that
company stated recently that 200 people would be losing their jobs heecause of
the closure.

TLog exports are tnd 1Y .lpprn‘whmg‘ 3 lullmn lmaul f(‘ot 'umlmll\—t\\ 1('9 what
the 1968 estimates indicated.

It appears to me that since Canada exported to the U.8. 9 billion board feet
of lum:er last year that the market for Puacific west logs fnr finished lumber is
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practically guaranteed here at heme for those who would expo-t our prime
timber to the Japanese market. The need for low cost housing i1 the United
States ix desperate. Low cost housing cannot be accomplished without a ban on
the exporting of logs, and the northwest timber supply cunnot meet the
demands of both nations without bankrupting our timber holdings.

Log exports have forced the cost of processed lumber so high that a typical
home has increased costs for forest products alone this past year approxi-
mately $1200 dollars, about double the forest products cost of a house built a
year ago. By adding taxes, interest and insuranece, an additions] 85900 dollars
is ndded to the cost of a house over a 30 year mortgage, We must meet our
own domestic needs before we sell our raw materials to any foreign nation,
especially timber, which takes many vears to replice.

To me however, the most important thing is that unless log exports are
restricted, there will he no small lumber operators or himber processors in the
Pacific west to help meet the demand of the American public.

The only companies whe will survive and who ean compete with the Japa-
nese are the multi-national corporations of the United States who presently
are selling their logs to Japan.

I would have you think about the small pulp and paper companies whaose
ahility to compete for the wood chips has almost vanished, They are generpally
too small to have large encngh holdings of private timber to completely fur-
nish their own requirements. What are they to do in today’s market ? They are
presently at the merey of these large timber owners who provide them with
their present chip supply. They don't dare protest log export in case their chip
supply is terminated.

Unrestricted log exports have ereated a timber monopoly for those same
large corporations who will remain in the business and, sinee they will also
eliminate the domestie chip supply through that monopoly, you can expect
more mill closures in the Pacitic west that produce lumber and pulp and
paper.

Thirty years ago after T returned frem the Pacifie war theatre and I once
again returned to the logging industry, I found myself falling timber for a
living in Washington state.

At that time I truly believed there was no end to the timber sapply of that
area.

On a recent visit (o that once abundant timbered area northeast of Seattle,
Wishington, I could see that we all should have heen more concerned and
feartul at that titne of what was happening to our forest lands. The supply of
timber is growing short in Washington state, and isx rapidly disappearing in
Oregon,

Little did T think at that time that in the 1970 T would be defending my
job and those of thousapds of other Americans from the veracious appetite of
the Japanese businesses and Ameriean timber companies,

I believe a better way for all of those in congress to make a defermination
of what's happening to our timber supply in the three western stares would he
for all of you to take a sight seeing tour by plane rom Neattle to San Fran-
ciseo on a nice elear day and look over the Caseade mountain range on your
sonthern flight and then on your return flight to NSeattie, checek on the Coast
mountain range. and the Olvmpic mountains, I guarantee it will s<hoek you,
The vast areas that are presently stripped are very evident and a serious
problem of timber reserves is here now, and I believe you will agree that
future doesn’t look good.

You will also recognize and agree that the rape of our nation's timberlands
for the sake of the Japanese yen or American dollar isn't worth it,

I'm sure it would be beneticial to all in the Congress of the United States to
be able to drive through Northern Catifornia. Oregon and Washington, and see
for yvourself the namber of Tumber mills - small lnmber mills-—-that have ceased
to exizt and whose skeleton cemains remind thoxe unemployed ITumber workers
that log exports cost tiic their jobs,

Although California and Oregon and Alaska eontribute only 2077 of the log
export to Japan, it is fair to assume that once the ability to meet the demand
of the Japanese appetite in Washington state has vanished, yow ean expect
sneh companies as Georgin-Pacifie. Siimpson Timber, Weyerhaeuser and other
Lirge private timber land owners in Northern California and Oregon to con-
tinue the rape of the private timber lands in these states in order to fill the
void left by the Washington state suppliers.
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I believe it is fair to assume that once the private timber has been elimi-
nated from the scene to meet the demands of the Japanese market, tremendons
pressures will be hrought to bear on the congress of the United States to
expand the harvest of our public lands,

In fact, this pressure is already being applied. And when that happens the
lumber industry and the pulp and paper industry of the Pacific west will be
finished. The supply of timber on a sustained yield basis will disappear for
MANY Yeurs,

Although T believe it is probably 10 years late for such action, it is impera-
tive that the congress look at the 5 or 6 million acres of public timber lands
that require reforestation, timber producing lands that must be reforested now,
In the overall plan of reforestation a long look should be taken of the logged
over lands that have been allowed to go fallow—Iland whose only usefulness is
for the growing of much needed softwoods—sinee that is the most useful spe-
cies of home building and pulp and paper production timber in use today,

Our membership believes a complete program of a ban on exporting of U.S
logs to foreign countries and the acceelerated reforestation program in the
Yeitic west along with a controlled ntilization of the publie timber supply be
established for the future and maintained on a sustained yield basis be
adopted today that would proteet American jobs, American small business,
reduce the inflationary costs of today’s lnmber, and provide for the expansion
of industry in these fast growing statex in the west, This makes sense to those
of s who work for a living in the lumber, timber and pulp and paper indus-
try.

Senator Cravsrox. Our final witness is John Cahill of the Associ-
ated GGeneral Contractors of California.
John, I'm delighted to see vou here.

STATEMENT OF JOHN E. CAHILL, ASSOCIATED GENERAL
CONTRACTORS OF CALIFORNIA

Mr. Carnien. Thank vou. Senator Cranston and Senator Pack-
wood :

I appear before vou todayv as a member of the Associated General
Contractors of California. which is a trade association representing
500 construction firms here in California. And they do. principally,
all the bailding work. except the homebuilding work. T speak as a
director of that organization. And I'm also a partner in Cahill Con-
struetion Co.. which has been a firm active here in San Francisco for
the past 60 vears,

We are primarvily consumers, buvers of the lumber product.

No 'l grive vou some of our imformation to supplement some of
the other Tacts youve heard today.

Generallyv. we'd say that the price of Tumber in the past 12 months
has gone from 36 to 69 pereent as inereases. Now, we got an infla-
tmnan‘ market on materials, but look what's happened to other ma-
terials, Steel has gone up 5 pereent. Plasterhoard has gone up 5 per-
cent: cement b pereent: concrete 215 pereent. We v\put those price
Increases,

But when we look at these hunber price increases, it’s just out of
thix world. -

Naw. another point 1'd like to bring to vour attention is let’s take
the price of plywood. From April 1 1972 o April 1, 1973—12
months—the price of p]ywood has gone up about 69 percent. But
now notice from January 12, 1973 to April 1, 1973—these last 3
months—it’s gone up nearly 59 pereent. In other words, the biggest
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spurt in prices has occurred in these last 3 months, and it looks like
1t’s continuing on its way up.

Now, another problem is the absolute unavailability of lumber to
many of our firms. Many of my competitors and fellow contracters
bid a job, they go out to get the lumber, and they can’t get it, and
thev just defer the start of the job for 3 or 4 months, till I find it,
then they eventually get desperate and pay prices way outside of
what they originally bid on the job.

Now, we feel that the chief culprit has to be this enormous export
of logs to Japan.

Tn the West Coast Jumber producing states, when vou export 3
billion feet out of a tctal production of 9 billion feet, this is such a
tremendous amount that the law of supply and demand comes in
and the price just spirals up. But of course, housing starts are also
increasing that. But a lot of people adopt the misconception that
these logs come back to us in the form of lumber. Now, that's a fan-
tasy.

Japanese industry and homes are growing at even a greater rate
than thev are here in the United States.

These logs, except in very few cases, do not come back to help us
out here.

We feel that an embargo should be made on . 'l logs for export.
Now, we don’t mean just from the public lands, because there’s too
many cases where, 1f you put the embargo on the Government lands,
the lumber firms that have a lot of private lands will ship the logs
from their private sources and then go out and buy public Jogs from
the public sources to use for production.

We are not in favor of a limitation, because it’s too hard to follow
the ownership of logs. We feel that this ban should be complete and
we further feel that if you do this, this removal, you will allow the
logs to be available for the lumber mills, and you are going to have
a very stabilizing effect on the prices.

I do feel, as a number of other speakers have mentioned, that the
funds that the Forest Service colleets from the sale on public lands,
some of this should go back into reseeding, better roads. developing
super trees, and stepping up road construction. It just makes sense
that a good part of the profits derrived from the sale of these trees
should go back to increase the production. T thank you.

Senator C('raxsrox. Our Information and statistics made available
to us have related mainly to the cost of homes. What is occurring in
the cost of other types of construction?

Mr. Camnn. Heavy construetion and commerecial construction we
feel we use about one-third of the lumber that goes into industry,
and homebuilding takes two-thirds. We are a httle bit—we can try
substitute materials, perhaps a little bit easier than the homebuilders
can, but it has still pnshed our prices of our products up 5, 7, 8 per-
cent. And of course, in many cases where we build for public organi-
zations. many times they cancel the project-—defer the project.

They don’t go ahead when these costs override their budget. So it
has a direct effect.

Senator CranstoN. Has there been actual deferral of projects or
cancellation of projects in other than housing construction in Cali-
fornia ? '
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Mr. Canmnr. The general construction is down in California. Cem-
mercial building

Senator CransrtoN. Do vou attribute that primarily to this matter
of the increased cost of lumber?

Mr. Canrur. I have to say that it’s not all from lumber. There are
many factors contributing to it. But there’s no question that the —
even in heavy construction we use a lot of lumber for forms. The
lumber 1s not there when the building is finished, but a tremendous.
amount of lumber goes into building it. And it bas an effect on rais-
lng our total price.

Senator Craxsrox. Do vou have any estimate of how many jobs
have been lost since January 17

Mr. Caninr. No, that would be very difficult.

Senator Craxstox. Is there a significant number? Have a signifi-
cant number of people been laid off ?

Mr. Canree. In all the carpenters’ locals, the building trades lo-
cals. have varying amounts, from 20 percent to 25 percent, looking
for emplovment. So there is quite a widespread unemployment in
building construction trades council. It varies from city to city. But
it is considerable.

Senator Craxstox. Thank you very, very much. You've been most
helpful.

| Statement submitted.]

STATEMENT OF THE ASSOCTATED GENERAL CONTRACTORS OF (CALIFORNIA,
PRuSENTED BY JoHUN E. CATIILL

Mr. Chairman, and Members of the Committee, my name is John E. Cahill. I
appear before you today in behalf of the Associated General Contractors of
Jalifornia, a trade association representing some 550 construction firms in Cal-
ifornia. Incidentally, this California branch of the A.G.C. is the largest chapter
of the 126 A.G.C. chapters. I speak asg a director of this organization. In addi-
tion, I serve as President of a family construetion firm, Cahill Construction
Co. Inc, located here in San Francisco for the past sixty yvears.,

CHAOTIC PRICE SITUATION

Price of lumber has skyrocketed in the past 12 months with increases in
various products from 565 to 699 . We expect price increases in all materials
today in our inflationary markets, but note the low increases in other building:
materials such as steel 557, plasterboard 5%, cement 4%, concrete 21, %,

Price increases Plywood 2ty 4

Apr. 1,1972-Apr. 1, 1979—12 months_ e e e up 69 percent _.__ up 56 percent,
$an. 12,1973-Apr. 1,1973-=3 months. _ . ... up 55 percent. ____ up 27 percent,

Note the large spurt in prices the first three months of 1973 after Phase I11
controls took place,

Unavailability of lumber has occeurred in many cases, causing many homes
and projects to be deferred until a supply of lumber is assured.

RESULTS

"1, The price of lumber in the average home incréased $1200 per house for

1942, Tt bids fair to do the same for 1973,

2. 200,000 prospective home buyers here in California will be priced out of
the market with these increased prices for homes.

3. Commercial, industrial, sewer treatment, waterwork use lumber to a
lesser degree, accounting for only %4 of the total lumber output, but here, too,
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prices will rise sharply, causing many projects to he cuancelled with a drop in
employvment for the construction worker.
Some of the causes of price spiral:

1. The chief culprit has to be the enormous export of logs to Japan. The
magnitude of these exports is realized when it is jearned that such exports
amounted to 3 billion board feet out of our total production of 9 billion board
feet of soft wood Tumber and plywood, The law of supply and demand then
entered the picture and prices spiraled skyward when nearly one third of our
logs were shipped abroad. The popular miconception is that such exported logs
return to us in the form of lumber and plywood. This is a fantasy and not the
case, as it is all consumed in the rapidly growing Japanese industry. In other
words, it titkes too manv of cur trees to buy one Datsun,

2. The shortage of railroad cars severely hampered shipment of lumber to
the East Coast. Thix was caused partially by the need for box cars to ship
wheat to Russia,

3. The increase of housing start-ups by 992 wasx bound to raise prices by
incereaxing demand,

4. Profiteering—there is no question that the humber dealers were enti-
tled to certain prices due to increased demand—but when <upplies became una-
vailable—then consumers were gouged witih whatever the traflic would bear.,
Nuggested solutions:

1. An embargo of all logs for export should be immediately enacted. The
present Morse plan limiting logs for export cut on Federal lands does not solve
the problem, as large firms with private acreage can export logs from private
Iand and buy new logs from Government lands, There is no adequate way of
policing a partial limitation on exports, as it is too hard to follow ownership
of logs. Reduetion of this huge demand for export over 309 will have a stabi-
lizing effect on prices.

2. There wasx an unused eapacity in American mills of 2 billion Doard Feet,
due to the unavailability of logs and the shortage of railroad cars. The export-
ing of logs to Japan artifically reduced mill capacity by removing their source
of logs,

3. The Forest Service should offer for sale the unsold allowable eut which
has accumulated in recent vears,

4. Funds collected from the xale of logs on Federil lands <hould be plowed
hack into our National Forests by fighting insect mortality, re-secding, develop-
ment of super trees, stepping up road construction.

Normally, the construetion industry likes to solve our own problemis, This
probiem ix so serious and has cansed such disaster to the buying publie want-
ing new homes and husinesses, that we feel justified in asking the assistance
of the Congress to find a <olution to thix knotty probien.

Senator Cravsron, Before celosing, I'd like to state that we re-
cetved one suggestion from one person who has been present through
the hearving, Bill Freeman of Miller-Freeman Publications has sug-
gested that the eriteria for determining when logs are in surplus
should be made more automatic than it is, and less suseeptible to
pressures of one sort or another. He suggests, for example. that pub-
lie auetion or publie advertised bids to =ell logs, which don’t actually
sell to .S, buvers. could be a wayv of determining that logs are
surplus. T think thats a very interesting suggestion. And we'll look
at that very closely.

Mr. Devoxe May T sav a few words?

Senator Craxstox. If vou can do it in 2 minutes.

~ STATEMENT OF ISSAC DEVONE, HARBOR LUMBER (O,
SAN FRANCISCO

Mr. Drvoxe. My observation in the industry as a wholesaler for
the last quarter of a century 15—-
Senator CraxsTox. Please state your name for the record.
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Mr. Devoxe. Issae Devone of Iarbor Lumber Co., San Franeisco,
Calif. I'm sorry. I can’t atford to hire a secretary to prepare a state-
ment.

As the Tumber industry has heen going up for the Dast year, it's
hard to get lumber as a wholesaler. “And T'm sure it's hard to get
Tumber. not only in California but in Florida, New York, and other
places in the country.

By my experience is this: The Government set a price control-and
thov left the log prices open. And the bidding on logs was astronom-

ieal. Private mills, who have their own paper, w ent out and bought
(}()\'(‘1'11111('nt timber and they raised the prices. And they raised the
prices to $150 to %175, Welll of course, that’s a high price to payv for
a log on stumpage. And that made the high prices extrémely high. T
mean. the log prices extremely high. And the demand for Tumber is
extremely high all over the country.

And today’s hearing is, basically, whether we should start import
and export. to Japan, mainly.

I think thisis the wrong attitude for Congress or the Government
of the United States to take, because international trade is the basis
for owr survival.

Imagine Arabian sheiks in Mecca in a round-table conference
today to stop export of oil to the United States. Hell. it would be a
hig joke for us to histen to that. We'd get panicky. Why stop the oil
for the United States? Hell we'd send our Navy down to the Ara-
bian Sea to threaten them with such an action.

I vou want to stop the Japanese from buving our lunber product
or logs, 'm for it. But if you want to stop thein, stop buving Tovo-
tas. ‘Tell the workers of the United States: Don’t buy Tovotas, Nis-
san, or all else, radios and televisions from Japan! If vou want to

v Buy America: that’s a good start. Mavbe they will have less
dollars to buy our logs. So our people over here, our contractors, can
get more Tumber.

Of cowrse, the contractors always squawk about the Tumber prices.
I never hear them squawk about ‘the land prices. They buy an acre
for S7.000 and «oll it for $150,000, hecanse they put a few thousand
dolhars improvement on it.

You never hear them squawk about that, That’s what raises the
prices of a home.

A home—The average home in California takes about $1.600 to
%2.000 of Tumber or plywosd. not %10.000 worth of hunber and ply-
wood, not 20,000 worth of tumber and plvwood, not $50.000 worth
of Tumber and plywood—&2.000, that’s all.

What makes a house go from 515000 to S30000 in 2 vears, beeause
tlw\ ve exploiting the Tand values. They're exploiting eve rvthing they
i to buy themselves a0 810 to 815 million vacht. which no Tumber
man I know in Oregon and Washington have a $10 to %15 million
vacht, But they have it. You look at \\(\(llmuww he's got a K10
million vacht. He's got—what do vou call it—a harem of vachts.
He's having a heck of a good time. Who's paying for it? The peo-

ple. He's appropriating all that money

So imports and export should be’ froe. Free for all the people
among themselves in world trade and world peace. And believe me,
that’s the only thing we can look at.
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T hope you fellows take that into consideration, so we can all have
a peace in the world and better homes.

Incidently, have the Government release more timber for the
mills; have the Government put the price control on the timber.
Don’t just say: Well, you boys come over after the logs. They bid
$30. $40, $60, €150, Thev're like a hungry dog looking for a piece of
bone. They outbid each other. The (mvernment says: We like your
monev. bring it in. So the Government is charging the high prices,
not the ml]ls not the wholesaler, not the retailer. The Government
itself charging the high prices.

Again, T want to say that it’s best for all of us to look at it on a
basic. not a boveott. Boveott is dangerous in time of peace.

You want to stop the fellows from buying Toyotas, Nissan, and
radios and televisions, so the Japanes will have less money.

I agreed with Senator Morse when he passed the first bill, but
now I see the picture clearer. Import and export should be open to
all traders.

I don’t import or export. I'm so little they don’t even know I
exist. But I'm here to stay, and I'm going to fight to stay in the
business.

Senator CraxstoN. Thank you very much.

Before we recess, I'd like to note the presence of Assemblyman
Ken Meade with us todav We welcome you, again.

Thank vou all. again, very much for your 111terest, your participa-
tion, your attention.

We now stand adjourned.

[ Whereupon, at 12:25 p.m., the hearing was adjourned.]



ATPPENDIX
Additional Statements and Data

STATEMENT OoF DoONALD G, BAXTER, GENERAL MANAGER, BrooKINGS Pr.ywoon Corp.

I am Donald Baxter, feneral Manager and Sales Maunager of Brookings Ply-
woold Corporation. Brookings, Oregon. I am a member of the DBoard of Trust-
eex of American Ilywood Axsociation, My company is a medium-sized manufac-
turer of softwood plywood, annual volume about 100 million <q. ft. We are a
cooperative company, one of seventeen in the plywood industry; that is, our
company ig owned by the workers. We have 215 working shareholders. Our
annual dollar volume is about 12 million dollars,

Brookings owns some 250 million feet of standing timber, but we are 90 per-
-cent Cependent on purchase of timber from others, inclnding the Federal gov-
ernment. Our location, just north of the California border puts us just on the
edge of the log export belt, However, we are not an exporter of logs or
tinished products at thix time,

My statement is basically on log exports, bhut it also touches on price con-
trols and on the subject of timber supply, as all are related in the current ¢li-
mate of record demand, short supply and high prices of both raw material and
tinished product.

SUPPLY AND DEMAND

To begin with out timber-rich nation has an artificial shortage of raw mate-
rial to meet its demands for wood products for houses, paper, furnitures,
containers, clothing and chemicals.

You han't have houses without timber, and the Federal forests in this coun-
try hold the key to improved timber supply in the near future,

The reason for the increaxe in lumbe. and plywood prices over the Iast 18
monthx is the record rate of home building. There were 2.4 million new houses
built in 1972, and home building increased 62 percent from 1970 to 1972, Thus
far in 1973, home building continues its record pace.

The last record housing year before 1971 was 1969, and plywood and Jumber
prices were driven up by demand then, Congressional henrings, investigations,
studies by a Presidential task foree and other events all concluded that more
timber had to be made available from the Forest Service and Bureau of Land
Management,

FEDERAL FORESTS MUST SUPPLY RAW MATERIAL

In 1971 and 1972 — the peak demand years for housing—the volume of
timber sold by the Forest Service declined substantially. In fiscal 1972, the
volume of timber sold was 2.3 billion board feet under the allowable ¢nt. In
tiscal 1973, before the recent statements by Dr. Dunlop about increasing the
timber sapply, it was expected that the volume sold would be 2.7 billion board
feet short of the ailowable cut, The effects of the Administration’s announced
intention to put 11.8 billion board feet up for <ale this year remain to be seen,

The Federal lands are o important because they contain 58 percent of all of
the nation’s softwood sawtimber. And the Chief of the Forest Service, which
manages the National Forest System, has publicly stated that the timber har-
vest could be increased by 50 percent, if adequate funds were available for
tree-growing programs,

That's why I stated earlier that we have an artificiat shortage of raw mate-
rial in this country. The trees are there, under sustained yicld management,
- but funds are not made available to sell the full annual allowable cut.

All of this is necessary to put the export picture into context. It's also
important to note that while the U.N, is having a boom in house construetion,
the Japanese are having a housing boom of their own., They are building
almost as many houses now as we are,

(105)
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And, Japan's need for wood will continue to be <trong, if our information is
correct that Japan is about te adopt Western wood framing techniques for
house construction in place of tb 1 current post and beam system. U.S. con-
struction methods require even more wood than the traditional filmsy Japanese
systein. :

LOG EXPORT ISSUE

In my opinion, the log export issue is one of the most complex that our
industry has faced. It's difficult to reach agreement among the manutacturers
because some of them are exporters also; others are trying to supply only the
domestic market swith timber purchased from the Forest Service, Then the
varying export policies of the Statex of Washington, Oregon and Alaska com-
plicate the issue as do international trade agreements uand balance of pay-
uents.

However, the treatment of row logs under the Ihase II mandatory price
controls and the Phase IIT voluntary controls, and the record high export
buyving when raw material in the TU.N, is in short supply., have combined to
work hardships on these manufacturers dependent on publie timber to supply
their mills,

Although logs are considered an agricultural prodvet, they differ from the
majority of agricultural products in that with proper care, they are not perish-
able. With that proper care and without further processing they can be stored
for two years or more without appreciable deterioration. Still, they have been
exempt from controls under the economie stabilization program.

Export buying and the short timber supply situation have combined to drive
raw material costs skyvward, Tables are attached that shew average figures.
These don't tell the whole story. We've seen sales in the “export belt” where
export buyers have bid up the price to four or five times the appraised value
of the timber. There is no way for a plywood producer to compete in these
sales and get a return for his finished product that will net a profit or at least
a break-even figure to keep him in business,

The price controls as they've heen applied to our industry haven't helped. A
retail merchant, for example, in stocking his store, is altowed to daily incresse
costs of items in his store to reflect the current increases in wholesile prices.
Otherwise, he could find himself sold out of merchandise and not able to
replace his stock even if he took his original cost and the profit thereon to
reorder.

P'rice controls have not allowed this latitude in the forest products industry
and have required that the actual purchase and delivery of raw material be
consuminated before it could be added into the sales price. And they have fur-
ther limited the protit margin so the manufacturer had no opportunity to
create a cash reserve, thereby eliminating any possibility of averaging his
increaxed costs over any period of time.

With the unprecedented volume buying of logs by the Japanese at previousiy
unheard of prices, profit opportunities have arisen for a segment of the forest
industry. ]

A manufactarer who might have 10 million feet of logs which eould be
legally exported has bheen able to sell these logs for export at prices which
have gone as high as $500 per 1,000 bd. ft. (M), ’

This same manufacturer under the current Morse Amendment ix able to bid
and buy Forest Service timber. If competition forced him to pay $225/M, and
hix logging and hauling costs are £75/M, he can then replace hix cold deck tor
inventory) for a cost of £300/M. If his original deck had cost him $100/M, he
would then find himself back to the same position on raw material that he
wis hefore he experted, and enjoy a profit of $100/M-——for a total of one mil-
lion dollars, This practice of replacing exported private timber with Forest
Service timber that is not legally exportable is ealled substitution. While sub-
stitution ix not permitted under the Morse Amendment, no substitution regula-
tions have been written, and it therefore hasn’t been enforced.
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Miny. mills who are solely dependent upon Forest Service timber do not
have the opportunity to export, and are faced with the very real probliem of
having to compete with this operator who could profitably (because of his
exports) bid $225/M or more, Thus, the non-exporting operator has to rely
solely on the domestic market with controlled prices to net him some profit
and stay in business,

THE DILEMMA

It i< hardly possible that an individual could suggest realistie corrective
mensures to ease the cerrent situation regarding log exports and total timber
=upply.

There would have to be an awareness of suell areax as balance of trade,
international monetary policy, diplomatic reiations, state forest management
and funding policies and domestic manufacturing requirements, Then too, must
be considered the moral rights of those owners who have nurtured their own
forests and paid the taxes thereon, to dispose of the timber to their best tinan-
cial advantage.

Realizing that the land of opportunity it going to breed some opportunists,
there should be recognition that the overwhelming majority of manufacturers
of forest products have conscientiously tried to operate within the scope of all
regulations,

Hopefully, in establishing a plan of aetion in regard to log exports, the Con-
gress will give cognizance to the overall problem—that ix the shortage of
aviailable raw material and the strong competition for that material.

ATTACHMENTS

1. NIFPA Table and Chart Showing Reduced Timber Supply from National
ITorests,

2. Tmportx and Exports Tahle.
3. Comparison between 1971 and 1972 Average Stumpage Prices in Region 6.
4. Recent Data on Federal Timber Nales in the State of Washington.
5. Whalehead Timber Sale, Gifford Pinchet National Forest, Mareh 28, 1973,
6. Allocation of Exempt Volume Under Morse Amendiment.

NATIONAL FOREST TIMBER SALE PROGRAM, SELL AND HARVEST ACCOMPLISHMENTS-—SAWTIMBER (ONLY),
FISCAL YEARS 1965 74

Volume of timber sold Volume of timber harvest

Planned! Actual Planned 1 Actual

Allowabhle (million (million Percent (million (mithoun Percent

harvest board board accom- board board accom-
Fiscal year as of Jan. 1 feet) 2 feet)?  phishment feet)? feet) 2 plishment
1965 ... [ 11. 094 10.934 10, 454 96 10722 10. 045 94
1966 . . . ... .. 11,292 10.683 10. 382 97 11, 002 1€, 902 99
1967 . . ... 11.331 11,087 10, 508 95 11, 096 9, 668 87
1968 . .. . ... 11,429 10,773 10. 681 99 11,718 10.808 92
1969 .. . ... ... 11, 466 11 031 5 8,901 81 11,926 10,393 87
18976 .. . ... ... 11,545 12.754 11, 667 91 12,706 9.818 77
197y .. . . ... 11.544 11.509 9,175 80 12,787 8,823 69
1972 . 11,568 10.470 8. 817 84 13,125 10.181 78
1973 ... . ... 11,512 4 (9,600) (8. 800) 92) (12, 800) (11, 000) (86)

1974 . L (11.000) (9.800) (9. 000) (32) (11, 000) (16, 800) (98)

1 Planned sold and harvest vclumes include some convertible products.
2 Local scale.

3 After deduction of 8.75 B ibm of Juneau unit pulp sale in Alaska,

4 Figures in parentheses are estimates,

Source: Forest Service timber sale accomplishment reports fiscal year 1965 through fiscal year 1972, Fiscal years 1973
and 1974 performance is estimated.
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IMPCTTS AND EXPORTS, SOFTWOID LOGS AND LUMBER

[Billinns of hoard feet]

Lh.

Lumbar imirons Lumber axnorts Log seale taliy
Yeur (fumber taily) (lumber taliy) equivalent
1953 .. 5.4 n7y 9 (G U
1561 . 59 0.2 1.9 [QUS
1325 4.9 0.3 1.1 (1.5,
1936 2.8 15 1.3 (1.5
1957 4.8 1.4 1.9 7 8)
19672 58 Lg 2.5 (3.5)
1959 .. . 5.8 I 2R 375
S0 5.8 J 2.7 (3.6)
Wi 7.7 [0t} Fa (3 1)
1972 .. . g0 1.2 3.0 (1.3)
1 No apprecialile votume of softwnod plyansod is innsrted 0 ar o prited oom United St
TLumber tadly 2qfevalent i estamated to e 1V tir o e Loz coia valume,
COVIPARISON BLTWLLN 1571 AND 1377 AVERAGE STUMPANGE PRICEL TOR THOSE WATIDHAL FOPISTS WHTH
EXPORT EXEMPTION 1N REGISH &
Hn dotlars par thousand haard fesld
Perceatincrease
hotween 1571
Nationat forests 1371 137 and 1272
Giffard Pinchot , 7382 498
Mount Bater 5514 +275
Gkanogan 1.8 + 55
Olympic 25000 - 84
Snogquatmic ... SR =19
Wenatches. . ... . 1083 S iEY
Deschulr;s . e 2902 ~11
Maunt Hood ... .. RS +65
"'l"ue Rivei . . A =1/
6715 =63
. . 61.5% L3y
meu«n ST 47
Willamelte_ €£3.43 =70
Source: U.S. Forest Servica firuras
TiBER SALES, CLYMPIC NATIONAL FOREST, OCTOBIR, WOVEMBER, AND DECENSER 1972
Valume
thousand
board  Apprased Bid
Date Hame of sale feet price Bl price raun Name of porchasers
Nov. 8 ... Bid B.rd Vomcal 13 €17 3176 8‘37 €8 716300 883 40K ATT Ravnmiar, Ina.
Nov. 15 Tk g, 435 O 63 63507 L20 M&KR M\’w_ ing.t
Dy ... Upw,r A Gocdman 17,580 531 313, 80) 705,639.80 1.30 Fuore cwncd O
Nov, 1700 Bast Fok .urf:’g 20 61,022 00 62258060 1.0 P CFeielt Product,
Dec. 20. _ Middte Sakmon Sautk 6 (9 185 472,00 196 472,00 1. 00 4 RT,\ par, luc,
Dec. 22 Ratt Ridoe Extencion 14,990 515, 291047 [ R VI T
Do . Sam’, Chartie 12,300 7'8.019.00 835 371,00 1.20 F.R. Br::u’!e,’ Log Cot
Dec. 27.. _ Biz Faut Salvaes. . 2,378 66,922 15 130, 063,16 1.91 Seahoard Lumber Co.
Do oo Satmon Creek, It . 1 1% 8.611.39 19, 102,70 2.22 M & P Timer, Inct
Dec. 28 . Hinkie Koot P...lununn 2,317 83.118.71 83 118.21 1.00 Do,
Do .. o Nouet Walker fatoL oo 1,700 5151104 51,511.00 1.00 Ervin welly, Lo2 Co. .
Dec. 29, 11,828 623,137.08 1.310,956.08 2.22 Everett Pl,.tu’)J Co.

_ Pyrannd Mountan

t Major business is fog expart

Source. U.S. Forest Sarvice: Mational Forest.tembar sales, region six, 2490,

b

HE
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TIMBER SALES, GIFFORD PINCHOT NATIONAL FOREST, OCTOBER, MOVEMBER, AND DECEMBER 1972

Volume
thousand Appraised Bid
Date Name of sale board feet price Bid price ratio Name of purchasers
Oct. 4. ... Crater ... _._..__...... 8,300 $553,098.00 $762,951.00 1.38 Caffall Bros.i
D i . 229,698.00  229,698.00 1.00 Do.
97,957.00 133,407.00 1.36 Multnomah Plyweod.

£67,082.00 1,450, 940.00
86,542.70  103,999.70
364,477.00 1,231.783.00
322,194.00 830, 289.00
973,568. 00 3,656, 702.00
1,089,294. 40 1,512,226.40
85, 862.C0 8,603. 30
647,902.00  828,839.00
534,495.00 787, 099.00
65, 555. 90 77,870.90
173,138.00  177,888.6¢
230,235.00 267, 426.00
222,371.00 394, 744.00
537,381.00 683, 767.00
652,613.00 1,085, 09500
282,519.00  6£5,639.00
235,535.00 691, 367.00
223707.00  314,070.00

Cascade Locks Lumber Co.
SDS Lumber Co.

Van Port Manufa.tunngl
Cowlitz Stud Co.

Van Port Manufacturing !
Stevenson Co-Ply.

Lyle Wood Prod.
Packwood Lumber.

Fort Vancouver Plywood.
Wilkin-Kaiser-Olsen.
Astor{;a Plywood.

0.
Wasser Winter.!
Muitnomah Plywood.
SDS Lumber Co.
D & R Timier Co.t
Van Port Manufacturing.}
Astoria Plywoed.

i Major business is log export.
Source: U.S. Forest Service: National forest timber sales, region six, 2490,

TIMBER SALES, MT. BAKER NATIONAL FOREST, OCTOBER, NOVEMBLR, AND DECEMBER 1972

Volume
thousand )
board  Appraised Bid

Date Name of sale feet price Rid price ratio Name of purchasers
Oct. 26..... o Lomey ... ... e 3,590 $126,311. 45 §193,570.45 1.53 Mount Baker Plywood,
Nov.2_.... . EastFmney._ _ . ... . 12,000 55 168.40 67,925.70 1.08 Evergreen Holicopter.
Nov.22...... Hucklebarey_ ... ... .. 1,190  62,676. 49 §4,209.20 1.50 Pt Gardner Timber t
Dec.7__.__.. Overlook. ... _.__.._.. 1,953 115,559. 20 161,018.30 1.39 Welco Lumber Co.
Dec 13...... Segelson Ridge .. ... ... 8,730 158,077.00  639).328.00 4.37 Summit Timber Ca}
Dec. 14, ... Big Foot.. ... .. ....... 3,850 185,823.09  349,552.00 1.8/ F_R. Bradiey Logz. Co.
Dec.21._..._ Flyaway. .. . ...o.... 5,000 8% 417.60 88.417.62 1.00 Evergreen Helicopter,

Do...... Littia Deer Pea.. ._._.. 15.7000 555.778.95 1,931 654.85 3.53 Point Garnder Timber!

Do_.____ WestDart. ... ____.._... 2,000 62 613.5) 135.187.09 3.13 Miller Shingle Co.
Dec. 28...... Rotary_ .. ... .. __.._.. 3.190 128.720.20 415,833.09 3.24 F.R. Bradley Log. Co.}

Do...... Green Boundary. ... .. 2,970 137,893.50  421,8943.50 3.06 Willer Shingle Co.

t Major business is log export.
Source: U.S. Forect Service: National forest timber sales, region six, 2490,

TIMBER SALES, SNOQUALMIE NATIONAL FOREST, OCTOBER, NOVEMBER,

AND DECEMBER 1972

Volume
thousand ) )
hoard  Appraiscd Bid
Date  Name of saie feet price Bid price ratio Name of purchasars

Oct. 13....... East Valtey Shelterwood. . 2,200 $122,746.00  $135.187.00 1.10 Chaney Lumber Co.

Do ... Baring Salvage.......... 1,390 97,464.50 113,45%.50 1.16 Seattle Sno. Mill Co.
Oct.12.__.... Sawmill. ... ... 10,100 359,857.00  369,875.00 1.00 Boise Cascade Corp.

Do...... Swamp Devil . . 1. 000 32 118.20 33.122.80 1.GG Layman Lumber Co.
Nov.17_..__. Carbon Ridge Biowdown . 8,700 251, 611. 00 637.363.00 2.53 Point Gardner Timbar !t

Do...... 3dofduly. ... 4,15) 166,585.0)  477,625.50 2.87 0.
Dec. 1. ... Handsome Blowdown. _ .. 1,520 58, 699.90 10),805.50 1.72 D &R Timber Co.t

Do. ... West 28 Mila.. _ ... ... 6,570 259,861 00 476,260.00 1.83 Paint Gardner Timber.!

Do...... Cappy............. . 1,770 107,992.80  153,561.50 1.48 Walca Lumber Co.
Dec. 8 . ... Fire Cre ........ .. 11,690 614,374.00 1,110,110.00 1.81 Scaboard tumber Co.

Do._._.. SKy Hi. ... ..... .. 5,900 271,995.00  293,515.00 1.08 Mt Baker Plywood.
Dec. 18.. ... tostBear. .. __ . ___._. 1,000 32,482.20 32,482.20 1.90 Layman Lumber Co.
Dez, 22 ..... Schneider Springs...... 7,900 321,097. 00 321,807.00 1.00 Do.
Dec.29.__... Cady ... ... 2,200 150,729.00 241,762.00 1.€0 Transcontinental Log.!

D0....._ Dry Creek , 4,200 215,325.00 879,185.00 4.08 West Coast Oricnt.!

Do. ... 'Martha.___ . 5,650 335,710.50 1,108,094.59 3.30  Trail Timber Co.

Do...... Clearance. .. __ .- 1,970 79,758.00  29),909.G0 3.66 West Coast Orient.!
Dec. 28 ... North Fark. ... - 7,000 321, 003.00 321,045.00 1.00 Layman Lumber Co.

Da...... Sam's Creek. ... _...... 4,700 235,616.00  235,674.00 1.00 Boise Cascade Corp.

1 Major business is log export.
Source: U.S. Forest Servica: National forest timber sales, region six, 2430,
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WHALEHEAD TIMBER SALE, RANOLE RANGER STATION, GIFFORD PINCAOT NATIOMAL FORESTS, MAR. 23,1973

Hemlock Per acre

Douglas fir and others material Total
Volume . e 4,500 G 600 161 AC 11,100 4-161 AC

Mimimurm appraised price... 103.12 77.14 36. 35 979 016. 3
Domestic bidder_ _..._.___. e 3. 12 17. 14 35.35 979, 016. 35}
Do _......_.. e 220.00 256. Q9 36. 35 2,955,452, 35
Do . ....... . 103.12 77.14 36. 2y 979, 016. 35
Do.._.....___. .. 105. 00 89.09 36. 33 1,006, 342. 35
Do. e 652.00 77.14 56. 3% 3,583.976. 35
EXDortcr ,,,,,,,, 328. 50 279.00 36. 35 3,535, 802. 35
Domestic bidder ... . . TIIITTTITIITT 103. 12 77.14 26. 35 979, 016. 35
Exporter .. 103. 12 77.14 26. 35 979, 016.35
DO e 200,60 255. 00 35. 35 2,588, 852.35
Exporter (success'ul bidder) ... 364,50 295.50 36. 35 3,696, 402. 35
Exporter . ... 103.12 77.14 36. 35 979,016. 35
Domestic bidder__ 103. 12 77.14 36.35 979,016, 35
Exporter_____._ . 225,00 260. 00 36.35 3,184,332.35
Do........_. 406. 09 260. 50 36. 43 3,902,152. 35

Allocation of crempt volune under Morse aniendment

Volunie timlher
Federal agency : (million buard feet)

Jureau of Land Management (Oregon) oo e - 6o
National Forest—Oregon ;
Mt. Hoed National Forest o o o e 44
Willitmette National Forest o = 19
Niuslaw Naitional Forest . e o
Dres Chutes National Fovest e 1
Rogue River National Forest oo ____.____ e 1
Niskivou National Forest oo~ 3
Umpqua National Forest - e 3
Total Oregion Natienal Forest o .. &N
Total all Federal _____ . 148
National Forest—-Washington :
Mt Baker National Forest o o o e _ 26
Snoquandniie National Forest L __ _ 13
Gifford Pinchot National Forest ______. __ e (38!
Olvmpic Nationnl Forest . - a3
Yepatehee Nationnl Fovest oo .. 14
Olkanogan National Forest _ o __ e 2 o 4
Total Washington National Forest .. R =2
Total National Forest - _ 270
Total ! Fedeval - . e ot

Brrxs T.uoMser (o,
Encino, Calif,, Apiil 12, 1973,
Senantor T3op Packwoon,
'S, Senate,
Washiigton, D.C,

Dyar S1x: There have heen 2 number of heaving - nad a good deal of disens-
sione ahout the high price of lumber and wood prodects. The problem of log
exports has come up constantiy in these dizenssions, T believe the colution to
‘the log export problem could he accomplished along the following lines:

The lmnher market has always been a free market of supply and demand,
and price i+ an excellent indicator of the supply : demand ratio. T suggest the
establishment of o ITumber price index, This index must bhe made up of a
number of ifems «o that no single or few items can be manipulated in price.
For example. the index might be made up of the following, which represent
tlw 1t(ms most nsed in construetion:

2vd, Standard & Better Kiln-Dried Hem-Fir S48
‘..’H-»&’. Stud Grade Kiln-Dried Hem-Fir S48
2v4, Konthern Pine S48
2xK, #2 & Better Green Douglas Fir 848
2¢10, #2 & Better Green Douglas Fir S48
4xR, #2 & Better Green Douglas Fir 848 (Timbers)
15" CHX Plywood
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Ouce the index price is cstablished, it would be possible to effect controls
which would be fair and workable. When the index price rises, log exports
would he curtailed, As the index price drops, log exports can ve accelerated.

This system would achieve 5 important goals:

1. Imcrease supply.—When the lumber is needed at home, it would increase
the domestic supply of lumber and decrease exports on an automatic hasis if it
were set up this way, so it would not be subject to government manipulations,
We already have an Lxport Act which is supposed to reduce exports in time
of need or inflation at home, but nobody in government has the incentive or
interest to enforce it. This should be automatie.

2. Return cxports to the domestic market.—With export prices considerably
higher than the domestic price ($100 to $200 thousand bourd feet), if only a
moratorium were placed on exports, the exporters would merely hold their logs
until the moratorium ended, which would not do anything to help the domestic
supply. However, it exports were curtailed because of a rising index price, it
would behoove the exporter to help solve domestie needs so that he could get
back to exporting. Under the index price system, the exporter would be
inclined to put enough logs into the domestic market to increase the domestic
supply and thus lower the index sufficiently to permit him to resume exports
sooner,

3. Prevent price pull on timber—The export timber Luver would not be
inclined to over-bid the price of timber, causing a price pull on timber and
thus on lumber products (in my opinion a major cause of the lumber price
spiral), because in critical times he would not be certain whether or not the
index would allow himn to export. The same situation wonld exist for the
domestie timber bidder—he would not be inclined to overbid, not knowing
whether the export supply of 'egs would be duinped into the domestic market.,

4. Signal U.8. Forest Service to increase supply.-—The price index—if set up
as a U.S. Foerest Service guide to timber sales——waoild enable the Forest Serv-
ice to adjust its sales more accurately to the demand for timber products.
However, for the Forest Service to be fully effective, it would need to main-
tain a certain reserve of sales i each timber area already prepared and ready
for bid so this rescrve supply covuld be put up for sale o short notice, and
would be done automatically when the index price reached a signal level.

0. Price stability.—The contractor has always complained about the con-
stantly fluctnating prices of lumber. Regardless of whether prices are up or
down, he never knows what to plan for in the months ahead. The use of the
above index would help to control the price of hunber and contribute to stabi-
lizing it, which wonld be of much benefit to the construection industry,

It is strongly suggested that you take necessary action to insure that our
own citizens never have to suffer shortages or incur infiated prices for our
natural resonrces (and especially timber) because of eompetition from foreign
buvers. T believe the index procedure suggested above would be a reasonable
approach to proper control of timber exports.

Yours very truly,
G. A, Wooragn,

STATEMENT OF ("ALIFORNIA STATE SENATOR GEORGE R, MOSCONE

As a member of the California Legislature, representing a State which has
vast timber resources within its boundaries, 1 am here todayv to express my
grave concern over the utilization of the most valuable natural resources.

Recently, as chairman of the California Senate Subcommittee on Environ-
mental Impact and Unemployment, hearings were held in Sacramento regurd-
ing the effect of increased exportation of timber,

Those hearings yielded a great deal of testimony from those concerned with
the effects of higher prices paid by foreign interest who seek a greater exporta-
tion of California timber.

The glaring conclusions of that hearing are three-fold. One, that the continu-
ing increase in the level of .export of Californin. timmber has just about made
the $25000 single family residence a thing of the past, It has therely pre-
cluded many individuals desiring adequate housing in this State from the
housing market, Testimony was received from the bmilding and construction
industry of this State, That many builders, because of increased cost of mate-
rial were “leaun-frogging” into the construction of the class of homes of £40,000
«0 that they could make a reasonable profit.
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Second, the exportation of timber from California has resulted in worsening
vnemployment in many counties that already have an average unemployment
in excess of 8 percent. A great portion of the cconomy of el Norte County,
IHamboldt, and Mendocino Countries depends on the processing and sale of
timmber. When logs are simply shipped away, the depressing effect is felt espe-
cially in these northern counties,

It was demonstrated to the committee that the increase in exportaticn of logs
has resulted in a deeline in emiployment in the timber allied industries, This is
not only true in the field of Iumber processing, but also exists in the field of
construction and to a lesser extent in transportation.

Thirdly, the rapid rise in exportation brings about an abandemmnent of sound
force practices for the sake of the short term profit motive to the detriment of
a sound enviromment for our forests and long range employment for our State.

We concluded that there is little, unfortunately, that can Le done at the
State level. It is possible that legislation can be written that will afford the
State control over exportation of timber from State lands, which sire not large;
further, that the State may be able to exercise some controls over the sale to
foreign interest by quasi government entities such as companies under the
jurisdiction of the California Public Utilities Commission.

But such action would not effectively embargo sales of timber from privately
owned lands where the vast holdings exist in California.

This is distinct from Washington and Oregon where State owned forest
lands are much greater in size.

Effective controls on the export of soft wood timber at a time when there is
a shortage on the domestic market, rests with the Federal Government. It is
my conchision that a phaseout of timber exports, as included in the Packwood-
Cranston legislation, would be a proper answer to the problem.

T believe that if timber can be made available for the export market on an
environmentally sound basis—at a time of surplus in this Nation—it should be
allowed.

The hearing in Sacramento did not go into the question of exportation of
finiched lumhber, T invite this committee to fully explore the question of the
effeet of such export. However, it is very important to consider the entire
labor foree in California. The committee ought to undertake a full investiga-
tion of the labor requircments necessary to export logs, versus that needed to
export finished lumber.

In conclusion, T wonld like to say a few words ahout substitution. Many
crities of the export ban have suggested that the problem ean be solved by a
strong aunti-substitution clause relating to public timber. It is my fear that the
effect of such a clause in California may be to open our vast holdings of pri-
vate timler to questionable forest practices, and irresponsible speculation in
timberlands as a commaodity.

There it nothing to prevent a private landowner simply taking his logs to a
port and eliminating any use of a mill and its attendant employment.

Finally, T would submit to this committee the transeript of the State Senate
hearings on March 2§, 1973,

Thank you.

RTATEMENT OF R. DENNIS HAYwARD, FEATHER RIVER LUMBER Co.

My name is Dennis Hayward and T represent Feather River Lumber Com-
pany, a division of Di Giorgio Shelter Products, The timber supply crisis
which is reflected in the high lumber prices is of utmost concern to our com-
pany.

Feather River Lumber Company operates five lumber processing plants in
the Sierras. These plants provide over 630 jobs and are the major source of
economic well being in four towns and two counties. These plants are operat-
ing at 73°% of capucity aud further reductions may occur in the coming
months if immediate corrective action is not taken, The majority of our timber
isx purchased from the Plumas and Tahoe National Forests although we do
purchase a significant volume of private logs. As we watch our log inventory
dwindle and find it increaxingly difficult to purchase additional volume we alxo
see public owned timber rotting on the stuinp and we see truck loads of pri-
vate logs pass our plants headed for the Port of Sacramento. Further down
the line the corporation’s seven molding and box plants are operating at less
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than 605 of capacity. Recently 300 workers were laid off, most of them in one
county, That means 300 additional families on the unemployment and welfare
rolls,

There is a true and serious timber supply erisis. It is an immediate problem

reguirivg ineed iate action, Without action the situation witl worsen as reserves
Caae used upoan! plangs are closed, hnmedinte saetion is needed in fwo arens,

Ifirst, the mospower and budget limits must he lifted from the Forest Sorv-
ice so that all lorests may put up their total allowable cut plus their acenimu-
Lited under cut, Secondly, there must e an immediate control of the oxports
of hoth private awd pablicty owned timber,

The solution to the tirst problem, that of the release of national forest
timber is simple and straight forward., Every {orest should be given the man-
power and tunds< to put up the annual allowable ¢ut plus their accumulate def-
icit. On the Tahoe and Plumas National Forests where we purchase the major-
ity of our raw material there is a combined yearly allowable cut of 369
million board feet yet the two forests have an accumunlated undereut of 439
million board feet. This ticcal year less than 280 million board feet will be cold
and the umlor('ut will inerease by another 88 miliion board feet, When mature
timber goes unharvested it is poor forest management, it hurts local economies,
it cheats the public out of revenues and it causes higher prices for the tinished
products, Timber manigement is one of the few fucets of our government
which not only pays for itself but shows a healthy profit to the tax payers.
Feather River Lumber Company urges the Congress and I’resident to provide
the Forest Serviee additional funding as a necexsary step to hielp relieve the
timber supply crisis,

The cecond major problem area in timber supply is the export situation.

In any arca where lumber compaunies such as ourselves operate the capacity
tends to seek an eguilibrium equal to the sustained vohune, public and private.
Whenever this volume halance is disturbed, such as in the exports situation,
there will be increased price competition in the <hort run and reduced capacity
in the long run.

The area in export discussion and legislation which seems to be the key is
the matter of substitution, Even with all the discussion, substifution has not
even been adeguately defined, There ave three kinds of substitution which
mux=t he nde ittesal,

Irirst there is direct substitution where a firm sells its private timber and
Fepaaees the velittoe at s plants wichh Federal timbier,

Seconnd i= financinl substitation where a firm or group of firms under
coraon eoanttrol sell private logs from one area to the high paying exporter
and nse the easy profits to subsidize bidding activities in another area.

Thirdly, there is indirect substitution, This occeurs where logs are exported
at one end of a timbier region reducing the avaiinble volume in that area. The
rosult is a chain reaction as all operators struggle to get suflicient timber, The
offect spreads away from the export area into other areas forcing prices up
tad production dowy, The end resalt has to be a decrease in domestic produc-
tion equal to the volume exported.

The effeets of export are evident in our area both at the hidding table and
on the gronud. One operator is harvesting logs within 30 miles of our plant,
hauls them past two of our plants and on to the PPort, some 200 miles away.
Another operator is hauling frem far north of us, right through our working
cirele and on to the Port, The old concept of economie haul and the working
circle must be re-examined. A cedar mill near one of our plants has found it
necessary to go clear to Oregon in order to et the raw material to operate—a
round trip of 202 miles

Tog extors diveontage zood forestry, With export prices what they are
today the private timber owner can over cut and secll his immature timber
overseas. A ban on exports wounld force the same owner to hold his timber
until it is biologically and financially mature on the domestic market,

Log exvorts discourage eapital investment in new plants and machinery.
Exporting opens the door for a quick high profit laie rish: liquidation of the
timber supply. With the threat of export alive the private operator is facing a
higher risk in improving his facilities,

Featiir River Lumber Company believes that the country ax a whele and
the American wood products industry would be better off in the long run if all
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exports were banned. If export ix allowed it shonid be of surplus timber only,
defore there can be a surplus the following conditions must be met:

1. AU facilities in the timber region must be at oo near full eapueity, Theve
must e o nnsatisfied demand for jogs,

20 The oxporter nmst prove no substitation effects whother it be divect, indi-
rect ordivancin! substituiion.

o0 Therve mist be no effect on cither stummpage prices or finished produoad
pricesas o rexalt of the export activity,

Obvionsly at this thne there s no surplus of timber on the domestic murket,
Therefore we would call for an immedinte bean on the export of 2'l legs until
stich time v on log surplux can be proven and the present erizis revcolved,

No far as the balonce of payments is concerned we helieve the inflow of for.
eign money would be increased if exports were limited to finished products,
The prices Jupun and other countries are paying for logs would indicate that
their ether log sources are limited, In short lot the value added from manufac-
ture be by the American worker and let every Loard exported be end stamped
“MADE INAMERICA”

In conclusion, it is Feather River Lamber Company's belief that the ulti-
mate solution to high humber prices is in the workings of the free enterprise
system, Government should take the actions outlined to inerease the log supply
to the domextie producer. This will in turn lead to satisfying the lumber
aemand and a lowering of price Jovels,

Forest INDUSTRIES,
Sun Francisco, Calif,, April 11, 1973.
Senafor ALANY ('RANSTON,
SO Nepate,
Washington, D.C.

Drar NexaTor CraxsTon: Thank you for your letter of Mareh 21, in which
yvou sent a copy of N, 1033 (log exports) and in which yvou invited written
comment about the bill and about the broad topie, no Iater than April 23, 1973,
so that the mutterial might be included in the record. T appreciate the opportu-
nity to effer comments and I note frem your letter that you and Sendator Pack-
wood will be condueting a hearing on this proposed legislation (and on lumber
and plywoeod prices) in 8San Fronciseo Avril 13,

I assuine the invitation to connment also inclwdes opportunity to offer obser-
vations that relate to the overall matter of timber supply, prices, public
reacticn and other related items) if not necessarily to cach specitie line of S,
1033.

I am certain that yon and Senator Packwood will have been supmplied with
specific connents—from a variety of forest industry sources and persons—un-
dergirded with professional, technical and legal experiize. To ecite just one
course of sueh date, I refer to the National Forest Products Assn. and its
staff. Alihouzh [ 2m aware of the many other organizations and persons whao
will have addressed themselves to all sides of the stibjeet, too, T note NFP'A
beeause, being a federation of associations, it will have offered opinion from
acress all regions and all species,

I feel-——und quite sincerclyv—that any contributions T may make will have
their potential value in observations about the whole broad matter. While you
may quickly judge that such comments are not line-for-line responses about the
bill, T would hope you will agree that they are not without relevaney at this
stage of the game,

May T explain why.

First of all, by way of establishing some basis for offering my opinions; may
I note that T

Am a resident of Walnut Creek. (‘alifornia. and am editor of Forest Industries
mpgazine, San Francisco, which covers both the raw materinl and manafacturing
elementxs of the industry, on a national basis : o ‘ o

Have becn associated with the magazine and its predecessors, in an editorial
capacity, for 16 vears. The magazine is one of several, strongly oriented to
natural resources, published by Miller Freeman Publications, San Francisco;

Was, prior to joining the editorial staff, associated, for three years, with
American Forest Imsctute, the forest industry’s information organization :

Was graduated from Lounisiana State University with a degree in forestry;
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Am a member of the Society of American foresters, ihe Sierra Club, and the
American Forestry Association ;

Have lived and worked in the three leading lumber producing states—Ore-
gon, Washington and Californin—and have lived and worked in the South,
where a whole new forest has been brought into existence.

On the specitic subject of extending the ban of log exports from federal
lands, until some semblance of relief from high costs of building materials in
the United States is achieved, I generally support that as one step in the proc-
ess, The industry, it has already been announced, supports the premise of
extension of the “Morse Amendment,” dealing with export of logs from federal
forests, and, at the same time, urges quick action on establishment of legisla-
tion relaring to substitution of logs from other sources. This, I feel, is more a
holding action than a solution to a bigger, wider problem—timber supply and
product demand.

One thing which does strike me regarding 8. 1033, is SEC 202 which notes
that: “It is the finding of the Congress that the substantial increase in recent
vears in the rate of export to foreign countries of coniferous timber is creat-
ing a severe domestic shortage of softwood lumber and plywood . . . 4mpairing
stability . . . threatening serio nemployment . . . threatens capacity of the
United States to produce woocﬂ‘?oducts ...ete. ., ete)

While recognizing that 8. 1033 deals with log exports per se, I am concerned
that there is implication that exportsf and exports alone, are the problem.
Someone who is far remnoved from the forest industry would likely make that
assumption and accept it as the whole story. He would not be av-are of any
elements of artificial scarcity in domestic supplies of timber, nor of relation-
ships between sources of supply and the economics of supply and demand for
wood produets,

This is why I stated at the outset that whatever observations I might offer
would have more potential value in their relevancy to the overall situation
than in a line-by-line commentary on S. 10:33.

The situation (lmmber and plywood prices, increased costs of homes, head-
lines about jobs being shipped overseas, ete.) is a complex one—for which
there ix not and cannot be a simplistic angwer, however much the average citi-
zen may long for one and however many headlines suggest there is one,

The complexities of the situation were amply stated and substantiated in the
spate of hearings in 1969, following a rise then in prices for wood praducts
Testimony given before committees of both houses of the Congress, and in
many state lezislatures, dealt with timber supply and with the economics of
supply and demand. In the news pages of FOREST INDUSTRIES magazine
there are summaries of testimony given in early 1969, much of which has al-
ready been given, again, in 1973, We could, quite frankly, run the material
from 1969 again in 1973, changing only the dates, for many of the very same
names of witnesses apply.

During those 1939 hearings. there were statements by industry representa-
tives that, unless some steps were taken to begin remedying the causes of the
situation, there would be repetition of the circumstances as soon as housing
picked up. 1 say “begin remedying’”’ for it is not possible to immediately cor-
rect an imbalanced situation which has existed for a long period.

But we now are in a new season of re-runs and it appears the TV industry
has no monopoly on those.

Meanwhile, what has happened since 1969?

The population in 1%9 was 202,600,000; it now stands at more than
210.000,000

Housing starts then were about 1,500,000 ; in 1972 they were 2,400,00

Disposable income was estimated at $634 billions in 1969; in 1971 it
was, accoridiug to latest data, $741.3 billions

Consumer price index, all items, was 109.8 in 1969 and in 1971 it was
121.3

There has been increased demand for almost all gonods and services and
there has been increased ability to pay fox them

There has been increased recreation, leisure, and increased use of forest
lands ,

The United States government (the citizenry, with management by the
U.S. Forest Service) still owns more than half the commercial softwood
timber available for harvest and conversion into building products
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The federal government has outlined a national housing policy calling
for starts which would annually average 2,600,000 in this decade (con-
trasted with the record setting 2,400,600 in 1972

Yet, the Forest Service budget (and its ability to “buy’ more personnel
‘apability) has not kept pace with people's disposable incomes

Timber sales volumes have been reduced, in the face of rising demands
for products

Environmental actions and litigation have delayed or hampered potential
timber sales and, in some cases, have halted previously contracted sales

Some § million acres of potential commercial forest land in federal own-
ership remain understocked, poorly stocked, or not stocked at all

The nation’s balance of trade has become more and more unfavorable

These are but & few of the things which have happened—or not happened—
and which cannot fail to have impact on this topic on wbich so many bhead-
lines have been made of late, They point directly to the complexities involved.

And yet, today—in presumably a more enlightened and knowledgeable
era—we have been assailed on all sides, in nearly all media, with statements
implying “Ban log exports and the high cost of housing wiil be corrected.”
And, along with that, have been similar statements, such as: “All our lumber
and plywood products are being shipped to Japan and the forest industry
wants to wipe out the national forests.”

I submit, Senator, thut rather than massive doses of legislation and rhetoric,
what we need to help remedy the situation is application of equally massive
doses of logic and explanation—again, and again, and again—plus application
of pertinent parts of those laws which already exist. And I submit, too, that
all of us share in the responsibility in such a comparatively dull, non-head-
line-making, unemotional, often-frustrating effort,

If, in such effort, we avhieved nothing more than broader public awareness
that there is no simple answer, that, in itself, will have been a major achieve-
ment.

I believe the forest indusiry has an unending responsibility to continne tell-
ing the facts—unemotionally, completely, professionally.

I believe the public figures have a responsibility and I believe business asso-
ciationg and organizations have a responsibility.

And I believe the news media have a particularly grave responsibility.

At the opening, I noted that I am a resident of Walnut Creek. This, ax you
are so well aware, is in Contra Costa county and the connty is one of the
busiest housing counties in the nation, sitnated as it is, near San Francisco.

A local paper there, the Contra Costa Times, last week had a two-part ceries
on the topic: “Area housing js in pinch.” Two reasons were headlined : “Japauese
needs ; city permits.”

The lead paragraph of the first installment said: “Prosperity in Japan and
municipal needs are conspiring to make the new home one of the most inflated
values on the American consumer market.”

“The Japanese prosperity, exemplified in the biggest building boom in its
history, is boosting Ameriean construction costs out of sight.”

The writer then proceeded to quote the public affairs assistant of the Associ-
ated Home Builders of the Greater Easthay., Said the PR man: “For once the
Sierra Club and ourselves agree on something.,” He was referring, he «aid. to
their common frustration over “lumber exports” to Japan. (Underlining sup-
plied—to accent use of the word lumber here, instead of logs.” The home
builders, the public affairs assistant noted, and the environmentaliste are wor-
ried as “western Jlumber producers eliminate timber stands” to satis{y what
the speaker termed Japan's “insatiable appetite for building lumber.” (Necte
the wording . . . eliminate timber stands . . . a statement not only inflamma-
tory and confusing, but outright untrue.)

The article later states that the “Japanese are now going to have good
homes---probably at the expense of the American home buyer and builder.” .

Again quoting the publie affairs assistant, the article explained, “Long-range
danger is that the Inmber industry, which has not fully advanced its technol-
ogy in 20 years., will «ink even lower into industrial laxity, due to a ready
market for the roughest lumber.” (Not only is the PR assistant guilty of a
misrepresentation, he is obvionsly unfamiliar with the facts. The reporter also
accepted everything at fice value. The industry has made considerable strides
and continnes the effort. And it takes money—profit—in order to further the
effort. In February of this year, for example. Forest Tndustries and Western
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Timber Industry magazines sponsored & sawniill clinie at Portland, Oregon,
at which not only the latest techniques for converting saw-logs into lum-
ber and other producets were diseussed, but alko the actual  experienee,
suceeessful  and  unsucceessful, in those techniques. Who  attended? Well,
835 mill men and managers from the Northwest, British Columbia, and from
as far away as Quebee and Georgia. That hardly refleets lasity in learning
about and applying new techniques. 8peaking at an industry meeting in hoe-
nix, Arizona, in late 1972, where the interest was focured on resource availa-
bility, a ieading forest industry company officer noted that: “In 1971, 30 per
cent of the lumber produced and 67 per cent of the plywood production were a
direct resnlt of technical improvements made since 1960." He observed, cor-
rectiv, I feel, that, “The fact that installation of new manufacturing cquip-
ment involves major capital investment decisions and that eacli mill operates
within it own set of economice constraints, is neither recognized or urnder-
stood by the publice.™)

May I quote further from that first installiment of the newspaper series. The
reporter now is quoting you and Xenator Packwood on the topic.

sSenator Cranston prediets that within 90 days new homes will jump an-
other 81000 from their current market valune-—again due to lumber co=ts”

Then he quotes yYou and Senator ackwood as indicating that you hoth bhe-
lieve “that many saowmills will shut down by July due to a rapidly-diminishing
timber reserve, Nearly 91 percent of current lumber production, an all-time
high, is going to Japan.”

I submit, Senator, thiat there are few readers who will be analytical enough,
patient enough, or astute enough to look behind that statement, While T ax-
sume you and Senator Packwond were misquoted, and the term fwmber was
used, instead of Ilogs, the facts are considerably different from what the read-
ers sees—alid grasps on that first impression. (Ile is not likely to know that,
of all logs Leing exported in 1972, when exports were at a high, 9.3 per cent
of the logs went to Japan,)

That (his may have been a mis-quote is not, T fully realize, vour finlt. How-
ever, nothing that might be printed in correction, or in retraction, will come
near eraxing the initial message in the readers’ minds. Neither will those read-
ers likely be astounded at the obvious error in the paper . . . that 91 percent
of all our lumber heing preduced  is going to Japan. Were that the case. there
would be nothing left here to build with at all. There wonld be no hiome con-
striuction, inflated or otherwise, But the readers, already confronted with high
costs, will nanderstandably seethe when they read that kind of stopny reporting,

T submit, Senator, that the media share in this problem—{ar inore than is
recognized. T think it would he reazonalde to say the media have contributed
as much to confusion as to clavifieation of the issues.

I submit, also, that a representative of the home huilders asvociation, mak-
ing snch unfounded. eategorieal statements, adds to the problem.

Moving to part two of the series, the reporter writes (of 8, 1033) “that via
Senate Bill 1033, western lnmber producers now exporting millions of board
feet of lumber to wood-hungry Japan wonld he gradually stopped from doing
€0,

“The current rush to vell logs ond rough Tomber to Japan has o dwindled
the available cupply of Tumber to the American market that the cost of honme-
buiilding and buying has heen inflated way out of proportion.”

T sngeest, Senator, that the reader, seeing “millions of hoard feet™ and heing
unfamiliar with industry log or lnnber seale, or tot:a's of production. mentally
translates that into just abont the total of 311 we produce,

Countinuing, the reporter quotes a central Contra (osta huilder, regarding
prices of Donglas fir studs . ., “Ae Inmber company profitmakine in the face
of the Japanese coll-ont shortage sends wood prices skvward™ ’

And going on, in reference to 8. 1033, the reoporter siayvs the Lill “seeks not
only to eurtail exports, softening the domestie market, hut to preserve what-
ever timber reserves the Tnmber industry now hnlds”

T submit, Senator, that that kind of irresponsible reporting does little to cor-
rectly interpret your hill, the operation of the forest industry, the actuality re-
tating to timber supplies and timber ownership in the nation, nor the
economics picture invalved in all of this eontroversy.

And the 'R assistant is again quoted. in the «implistiec problem-solution vein
which has made my blood hoil in recent months .. . “very possibly it will take
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a complete shutdown of lumber exports to Japan (again, lumber, not logs, in
print) to bring American home building and buying back into focus.”

The article devoted a modest amount of space to the added costs of reserv-
ing green belts around developments and to other newly-invoked environmental
quality requirements, but perhaps only 10 percent of the total series was di-
rected toward those and other costs,

The reporter did quote a real estate developer, who, it seems, may have
added more valid information to the whole equation, intemded or not, than did
the reporter himself, Said the developer, “There's better, faster appreciation in
a new home, In 18 months, ownership of a tract home can often produce a
$4.000-$9,000 profit.” 'The statement, quite valid, suggests it is OK nnd under-
standable, not only to want a new home of your own, but to make a good
profit if you have to sell it.  Yef, it is said that profits from exports are the
villain in the high costs of building that home . .. the home for which there
was demand and for which the buyer had the money.

The final paragraph of the series said, “It is apparent then that inflation
and the decline of the moderately priced home are failing to stop a general
trend back to singie-family home building and buying.”

"There is more income, There is more demand for housing. There are more
people. There is value in investment in a home. And s9 I submit that the sim-
plistic statement that cutting off all exports to Japan is going to offset the ad-
vanece of the laws of economics is patently false and is detrimental to rational
efforts at solution of the bigger problem—supply and demand.

I have quoted at length from that series, including its frequent errors in
fact and in statement, beeause, althiough this is just one newspaper, these
kinds of things have been repeated countless times in papers across the land,
and similar *‘explanations” have been aired by TV and radio newscasters. Who
knows how many millions of listeners and readers have—understandably, but
unfortunately—accepted them as gospel truth.

Nowhere, Senator Cranston, in either of those articles, nor in hardly any
others T have seen, was there any reference to the fact that laws of supply
and demand remain with us. Nowhere was there information for the reader to
let him know that the federal government owns more than half the commercial
softwood sawtimmber in the United States and that US Forest Service timber
sales volumes have heen reduced, and USFS budgets reduced.

Nowhere in there was there any information for the reader to understand
that on reliable estimate, 81 invested in intensive forest management of feder-
ally-owned commercial timber lands can produce from $3.50 to $4. perhaps
even more, for the federal treasurey, and can help improve the condition and
the supply of timber in the long run.

Nowhere in the serices was there reference to the fact that USFS timber is
hought on a free and competitive bidding basis, with lesser sales volumes ob-
viously resulting in higher bid prices for raw material . . . where all lumbher
and plywood starts,

Anud nowhere in the articles was there any notation of the kind that informs
the reader that in the Pacific Northwest forests, for example, there is an an-
nual loss of potentially usable timber to insects and disease equal to the an-
nual harvest ... or that similar conditions exist on other forests.

I aumn wot implying that these points belong in 8. 1033, nor in any other simi-
lar legislation. What I am seeking to emphasize is my belief that there is a
far bigger problm than log exports and that it will not be solved, a3 2o much
of the public wishes or believes, simply by curbing log exports.

We are, as you so well know, a wood-importing country—importing far more
than we export, most of its from Canada. Forest Service data show. for exam-
ple. that in 1950 we exported 5 million cubic feet (cubie feet, not board feet)
of logs; in 1969 we exported 360 million cubic feet and in 1971 350 million
cubic feet. For the same years, the same statistical table shows, we exported
4% million cubic feet of pulp producets, 1950; 430 million cubic feet in 1969. and
485 million cubie feet in 1971. Those are all roundwood equivalents. And the
United States received money for those exports. The pulp products, made from
trees also, were of greater volume than the log exports.

Mceanwhile, on the economic front, our international trade deficit in 1972 was
a whopping $6.4 billion (Bank of Hawail news note) and in just the past
three years foreign nations have accumulated $30 bhillion, US dollars, as our
deficit in the balance of payments has grown even more unfavorable. '
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That accounting seems a long way from the cost of nailing a 2x4 stud to the
framing of a home, but thiere is an inevitable interrelationship.

Referring briefly to this newspaper series—or to similar other series—noth-
ing was said therein about there being 4.5 to 5 million acres of federal lands,
potential commercial forest lands on which to grow timber for lumber or ply-
wood, which are understocked, poorly stocked, or not stocked at all. Yet that
infnrm:lt")n, too, was part of the testimmony four years ago, in the 1969 hear-
ings,

Nor was there explained, for example, that litigation by environmentally-ori-
ented organizations has halted or delayed timber sales. The environmental
lobby sharves in the overall respounsibility, too, for such shortages which exist,

In addressing the 1973 annual meeting of Western Timber Assn., San Fran-
cisco, an attorney who has represented the industry in suits involving Sierra
Club litigation, said, “The Forest Service has had more legal actions direeted
it it in the past five years than in the preceding 60 years.”

From the Oakland Tribune there is this headline. on a story reporting a
California state Reunate subcommittee hearing on Iwnber and plywood prices:
“Japan's Iumber buying =aid to double U.S. price.” Again, the term lumber, not
logs, And quoting a builders’ axsociation witness at the hearing: “Japan has
21000 Jumbermills and the .S, government is helping feed those mills by
‘profiteering’ off the big prices Japan is willing to pay to get timber from fed-
erallv-owned forests.”

What we in the United States recceive from those exports to one country
Lielps, but doesn’'t do a great deal toward reducing that previously-noted deficit
of £6G.4 billion built up in 1972 alone,

The report of the Sacramento, California. hearing did inelude a note about
costs of transportation adding more to the cost of finished lnmber and of fin-
ished homes,

But that report did not have any reference to the perenniel freight car
shortoge which has plagued the industry for xo long. As of Marceh 23, 1973, ae-
cording to the American Plywood Assn. {raflic and transportation people, the
<9ftwood plywood industry in the West was 1.276 cars .aort, ont of a total of
3.332 cars required. On a national basis, the industry was short 1,506 cars, out
of 4,480 cars required to deliver that plywood to market.

But the ear shortage has been o soubjeet of congressional hearing:, too, It
has coutributed its share of impact on the overall picture. It cannot help hav-
ing impact, Estimates are that &G percent of the paper industry's mill volume
moves to market by rail. and about 76 percent of the lumber, plywood and
other soiid wood products move to market the same way.

And how many of those readers would have even the slightest idea that, as
the nation ships grain to Russia, in furtherance of intermitional trade, there
would be any connection between that and a few more dollars added to home
building costa Rail cars which might possibly be used for transport of forest
products are helping move grain to ports for shipment overseas.

Probably more logs move from the state of Washington than from any other
T.S. source—most of them destined for Japan. In that state, according to its
commissioner of publie lands., Bert Cole, “Timber harvesting from stite-owned
lands is producing nearly £50.000,000 a year in direct stumpage revenue ench
vear to the state and counties. And the income from this crop c¢an continue
forever.”

In January 1973, addressing the Economice Council of the TForest Products
Industry, Cole said. “We produce two main things on state Iands—timber and
agricultural crops. We trade dollars for them.

“There is demand for logs in export in free trade and this is our own prob-
lem. Yet, there was a meeting in Louisiana concerning itself with Washing-
tons exports.

“Fxport of lumber, puip, paper and logs is important to us in Washington,
We are managing on sustained yield and we are investing in intensive manage-
ment. In 1960 we harvested 4.725 billion bd ft from 341,000 acres of state
lands. In 1970 we harvested 6.6 billion bd ft from 325,000 acres. [EDITOR'S
NOTE: See letter printed at conchision of this report.] ‘ !

“I was ahle, four years ago, to convince the legislature to allow me 23 per-
cent of the budget in forest management—inecluding clearcutting practices. I
think the public in Washington appreciates what is being done and what is
possible, And I think T represent the publie, for I got 1 million of 3 million
votes east)’
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Cole explained that the state uses clearcutting on its lands and uses that
system, where appropriate, to save the ground and water. “Clearcutting larger
tracts means fewer roads are needed to be built where erosion and damage to
terrain and water might result.”

Yet, in our national picture, supplies of harvestable timber have been held
back or harvest of them has been delayed by court actions because ‘‘clearcut-
ting was involved.” It is but one of the many facets of this entire, confused
timber supply and timber shortage picture.

There are, Senator, many similar Kinds of observations which might be of-
fered relating to this whole matter of timber supply and product demand and,
of course, the final prices at the market place.

Most, if not all of them, have been voiced before—and the 1969 testimony
must surely abound with references, tables, foodnotes, and statements, both
emotional and unemotional. Most of them still apply today.

The general publie, somehow. needs to be apprised of the facts—repeatedly
—and given access to information which precludes belief in there being simple,
flat-out answers to a complex set of problems.

Just to list a few points.

In 1969 the chief of the Forest Service indicated the national forests could
increase production by about half—and this would not be, and is not expected
by the forest industry to be, at the expense of other, non-industrial and intan-
gible benefits from the forests,

In our June 1969 issue of the magazine, a news note on the annual meeting
of the Industrial Forestry Assn., Portland, Oregon, carried this observation by
the key speaker, Charles Connaughton, the U.S. regional forester based a
Portland and responsible for national forests in Washington and Oregon :

“The potential harvest can be increased,” Conaughton said. “Just how
much increase there can be, I don't know. Perhaps a third, or a half, or a
quarter. I know I'd settle for 10 percent this year.”

(It T may be allowed to slight aside here, in this list of points being offered,
here is a more up-to-date glimpse of the kind of obfuscation which often en-
ters the scene. Referring to the aforementioned hearing at Sacramento, Cali-
fornia, on Timber supply, the April 1973 edition of the Sierra Club’s Capitol
Calendar news report commented that “some witnesses suggested that the fed-
eral government could bring prices down by expanding the amount of timber
cut on federally owned and managed lands.” The comment went on to say,
“According to the witness, we should cut more trees to improve the health of
the forest. A perspective vaguely reminiscent of the logie that encouraged
American forces in Vietnam to destroy villages in order to save them.”

I submit, Senator, that that is not only a misleading but a totally invalid
observation. It leaves the implication that in meeting timber demands, cutting
—and only cutting—no management, no restocking, no-nothing-else is done or
planned. May I re-direct attention to the evidence of what management can do,
as attensted by Bert Cole’s statements previously noted. And as just one other
example of what forest management can do, may I add just this one “item.”
from the Spring 1973 Perspective, published by the Tennessee Valley Au-
thority. The TVA covers a whole inner land empire. ravaged and barren in the
1930's. This Spring 1973 publication, with news note on the forest industry,
said, “From 1960 to 1970, the value of forest products manufactured in the 125
TVA counties doubled, increasing from $500 million to $1 billion. The forest in-
dustry now ranks fourth among the region’s manufacturing industries in em-
ployment and total wages.” Yet there were few, if any, viable ferest stands left
back then—and surely not intensively managed stands. Along with today’s for-
ests, workers, incomes. and other economic benefits there also is a whole
recrﬁution empire in that TVA area. Who says forest management doesn’t
work ?)

To return to those points I began . ..

In fiscal 1971-1972 the federal government planted 314,578 acres. The forest
industries and other private landowners planted 1,300,781 acres. Yet we are
told of the need to rehabilitate nearly 5 million acres of federal forest lands.- -

The forest industry owns about 14 percent, or 67 million acres, of commer-
cial forest land, whi'e the national forests and other federal, state and county
commercial forests total approximately 136 million acres. The national forest
lands. as dictated by the Congress before the turn of the century, when the na-
ti~nal forests were establishad, must be used primarily to supply domestic
needs and to protect watersheds. In recent years, the public has come to be-

94-853 O - 173 -9
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lieve and, in my opinion, to be led to believe, that “national forest” means
“recreational forest” or “wilderness preserve,” not produzing forest.

The Multiple Use Act affords further legislation by which products and in-
tangible benefits are to be generated in management of federal lands.

Commercial forest land is declining in area and more intensive management
on the remaining acres is essential. Again, refer to Bert Cole’s report of re-
sults gained in Washington State.

It would be bheating a dead horse to list numerous others. each of which
would be an important thread in the whole fabric. But the facts have to be
made known-—as often as appears necessary, and as unemotionally as is hu-
manly possible.

In 1970, Forest Service timber sales volume was 13.4 billion bd ft. In 1972
the velume was 10.3 billion bd ft. Yet 1972 was the nation’s biggest year
ever for housing starts.

May I offer this from the book review page of Sales Management magazine,
in a recent issue. Lemuel Boulware’'s book, “What You Can Do Aboat Inflation,
Unemployment, Productivity, Profit and Collective Bargaining,” was being
reviewed.

The reviewer noted that Boulware was the man commissioned in 1947 to re-
vamp General Electric Co.'s image and quoted Boulware's statement made at
that time: “The average citizen can and will make sound economic and moral
decisions for his own and the common good when le is given access, over a
long enough period, to the full facts and claims on both sides of any job-re-
lated or community-related question.”

I believe the current—and re-current—matter of timber suppty, and housing,
and exports, and jobs properlv fits the category of job-related and community-
related concerns.

Here, I believe, is something else “lnch pertains. It is a quote from another
Amerlcan personage: “We must beware of the formation of a coalition of iso-
lationists. If we fall into isolationsism, we will find that we are the ones who
are isolated. We cannot afford to repeat tragic mistakes of the past.

*“There is nothing new about this desire to retreat into fortress America.

“Unless business and labor and government work together within the Amer-
ican system, we're not going to have a system to work in at all.”

The speaker was fundamentally referring to military and political isolation-
13m, but incontrovertible economics was involved, too. The speaker was the
late President Lyndon Johnson.

Appropos of his final statement above, here is an observation from a \I‘lrch
1970 BUSINESS WEEK special report on Japan's remarkable industrial ma-
chine. The editors quoted a leading Japanese economist: “In_the U.S., hostility
still exists between business and government. Here we cooperate nicely.”” That
cooperation, the article noted, put Japan third in the world behind the U.S.
and the Soviet Union in industrial power.

In conclusion. and inasmuch as my real premise has been to strive to make
the point, somehow, that we cannot solve complex issues with simplistic pro-
nouncements—however much we wish a simple answer for things did exist—
may I offer this:

In the April 1973 issue of San Francisco magazine, there is a lengthy,
analytical, professionally done article (in dramatic contrast with much report-
ing today) by Thomas B. Carter. It is “Trade—The Japanese hope to keep it
a two-way street but California businessmen have a long way to catch up.”
Carter shares this anecdote :

“We were sitiing in a meeting in Stockton and they were asking us what do
the Japanese people want?' With that, Hiroshi Nakano, public relations man-
ager for the Japan External Trade Organization (Jetro). sat back on the
couch at the Japan Trade C'enter and gave a very helpless 1ook.

Carter went on to explain, “When Japanese businessmen go into a foreign
market. they thoroughly study trends, consumer behavior and price standards
before preparing a sales strategy. The Stockton folks had dono none of that:
~They expected a simple answer where none exists.”

None of this is to sny that Japanese bidding for raw mnterml does not have
an effect. To imply that would be lTudicrous. But to ignore the other factors is
no different. Nor does anything that T have offered imply that a monentary
embargo will not have some salutary effect. But, in the long run, neither log
export bans nor price controls on products are desirable, in my opinion.
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1 would hope, Senator, that price controls, bans on exports—logs, lumber or
plywood—and any other fetters to growing international free trade would not
long be a part of this nation’s business scene.

I would hope, instead. that the Congress—and an informed electorate—will
resolutely require the management of this unique renewable natural resource
we have, our commerciul forest, in a manner and to a degree that not only
will assure we will have it in perpetuity. but will have ample supplies of
building materials, at reasonable prices, to shelter the population: will have
ample opportunities for recreation and non-industrial use of the forest; and
will also have some surplus logs or products—or hYoth—to ship overseas, Atlan-
tic or Pacific, in free international trade that win benefit “them” and. benefit
‘“us.”

Achieving such a goal means traveling an arduous path with much give and
take. That will be difficult and complex. It will mean prompt, definitive, dedi-
cated effort.

The simple part of it—and here T have purposely selected the word “simple”—
is that we already have the capability and the technical know-how,

Thank you for inviting me to offer observations on this complex subject.

Sincerely,
HerBerT G. LAMBERT, Editor.

FOREST INDUSTRIES,
San Francisco, Calif., April 13, 1973.
SENATOR ALAN CRANSTON,
U.8. Senate,
YWashington, D.C.

DeAR SENATOR CransTOoN: In the letter I mailed to you vesterday, written
comment you invited me to make regarding the log export situation and 8.
1033, et al. I note there is one sentence which might easily bie misconstrued
and so result in a totally false impression.

On page 10 of that letter, fifth paragraph, the second-to-last sentence savs,
“In 1960 we harvested 4.7235 billion bd ft from 341,000 acres of statelands.” In
that quote by Washington's commissioner of lands, Bert Cole, it will be less
likely for a misunderstanding to occur if it were, instead, re-stated this way:
“In 960 we harvested 4.725 billion bd ft from 341,000 acres of forest lands in
the state of Washington (all lands).” This will preclude any belief that the
quote referred only to Department of Natural Resource lands.

Also, in regard to the lumber and piywood price situation, may I ask that
you append the accompanying editorial to my letter to you. It is, as you can
see, more than six months old. It referred, back then, to the laws of supply
and demand and of available timber supply.

Thank you.

Sincerely,
HerBerT G. LAMBERT, FEditor.

[From Forest Industries Magazine, September 1972}

AND Now, LADIES AND GENTLEMEN—BROUGHT BACK RY PoPULAR DEMAND

The 1972 scrutiny of record prices for softwood lumber and softwood ply-
wond seems a new version oi the 1969 show—when Congress was investigating
the industry and prices. This time there are some new faces and characters,
but most of the old familiar ones are here. Again, as in 1969, the show is the
creation of a keen and persuasive pair of authors—Supply and Demand.

But this year's show is no comedy. Nor was the earlier one.

This year's show was forecast to appear—not in a specific year, but inevita-
bly—by forest industry spokesmen daring the 1969 performance. Little would
be served by recounting those warnings. When the supply and demand formula
is applied, results can lLe pretty well forecast.

,The current situation has resulted in, among other thirgs, the government’s
re-applying controls to the smaller npemhom in the industry. Exempting them
did not add sufficient clout to hold prices in line.

Understandably, a lot of people and organizations are bothered by the price
structure . . . the federal government ; home builders’ associations; consumers;
the Congress: and though some outside the industry might think it strange,
the forest products industry, too.
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The very admirable and desirable federal goal of some 26 million housing
starts had rough going at first. It stumbled. But in 1971 and in 1972, housing
burst its bonds. It was a leader in moving the country out of the latest reces-
sion. It boomed. It is booming. That means unprecedented demand.

Whether the 1971-1972 pace will be sustained, or even can be sustained,
during the remainder of the decade can't be guessed. Yet even at a lesser
level. but still a high one, there will be great demand for forest products.

Why forest products? Some will ask that.

Up the substitutes ! Some will promote that.

But forest products are the most logical building material, for two basic and
long established reasons: 1. They are replenishible; 2. They are versatile. No
others can meet both criteria. And a third criterion might be added : While the
raw material is being grown, harvested and re-grown, the same sites can pro-
vide people with pleasurable activities at the same time.

It seems to me there are more people in this country who need, want and
are entitled to adequate housing than there are people who need, want and are
entitled to set asides of vast areas of commercial forest land, largely for
single use. Were there NO such areas set aside today, the comparison would be
different. But there are.

Among the characters in this year's performance we might list: The record
pace in housing and the resultant demand: the fact that the Congress has
never really appropriated the funds with which the Forest Service could do
the land and forest management job it is technically capable of doing: litiga-
tion by conserviation organizations, seeking to halt existing timber sales and
block commercial forest activity on millions of acres of unroaded federal land;
and a wide array of pricing and control patterns.

When this show ig over—and a short run is much hoped for—curtain calls
will surely be taken by Supply and Demand. The overall sponsor, Popular
Demand, will take a bow, too. They may even announce repeat performances
in the years ahead.

Separately and together they are a force to be reckoned with, whenever they
appear.

What seems in order today, and to avoid repeat performances, is some good
old common sense reckoning.

ORrovILLE, CALIF., April 9, 1973.
A1LAN CRANSTON,

Senate Office Building,
Washington, D.C.

DEAR SENATOR CRANSTON: Thank you for your invitation of March 23 to
submit an appraisal of the effects of the Douglas Fir Tussock Moth on timber
supply and lumier costs. I would appreciate this letter being made part of the
record of hearing on the issue of log exports.

I will try to hit only high points, with the understanding that the enclosed
support documents may be held in the files of the committee. If there are spe-
cific questions, I would be pleased to try and answer them,

The Tussock Moth is a problem this year in Eastern Oregon and Washing-
ton. While it is a natural pest, the present infestation outhreak is expected to
result in the loss of about 300 million board feet of lumber, with the value
ioss, after salvage, of about 13 billion dollars. This estimate does not measure
the loss in future production of fir species thru death of small trees and the
time lag in replanting, nor does it measure the future hazards to streams from
the expected silt. Soil erosion will result when the clearing is done to remove
the encroaching brush that is expected to invade the infested areas, before fir
trees can again be established.

Chemical brush control costs runeas high as $100.00 per acre in itself, which
is a high price to pay for not using chemicals to control the tussock moth and
save the existing forest.

This loss of our resources can be largely eliminated thru a timely treatment
with the pesticide DDT, but the ery against DDT has made its use a seem-
ingly large political risk. The impacts statement circulated by the forest serv-
ice shows no compelling reason to suffer the loss of this timber and reduced
income. From my perspective, we are willing to accept an unnecessary loss of
timber because good risk-benefit judgments are being neglected and the benefit
not properly considered.
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Even the Governor of QOregon recognizes the ‘benfits and risks, and has
requested the Environmental Protection Agency for permission to use DDT to
save the trees in Oregon, if the virus diseases do not provide natural control.

The expected loss, without DDT treatment in 1973 is expected to be 300 mil-
lion board feet, 14oth the export amount. It seems to me, if there is real con-
cern about what log exports are doing to available timber and lumber prices,
that saving the trees from the moths would surely help the supply picture, if
not provide a cure for the increasing prices.

Consider also that at the preseni time, the estimate of National timber loss
to other forest insocts such as bark beetles, is placed at 10 billion board feet
a vear: this is 314 times more than our annual export of logs to Japan. If our
concern is limited only to export. or only to domestic use of the exported
timber, the choice might be to reduce exports. However, another alternative
exists, and this is to prevent or reduce the loss to insects and thereby make
up for the exports. This way., we could have our cake, and eat it too, for a
while at least. Another alternative is to weigh the efficiency of the present
forest management techniques, and to decide if the general opposition to prac-
tices such as clear cutting are justified, when the benefits of a continuing
lumber supply are accurately assessed.

There is a question of whether the export of logs to Japan really is the
cause of high domestic lumber prices, or whether the increasing restrictions on
harvest of Federal timber is not partially to blame. As more restrictions are
placed on the harvest, some in the name of ¢nvironmental protecticn. costs of
the product must go up. Perhaps even a lack of mills to saw and finish the
lumber demanded in this country, or restrictions for pollution control, may
have a large influence on price of available products. Local mill operators say
that changes required under the Occupational Safety and Health Act now add
to the cost of finished lumber,

Regardless of the reason for high lumber prices, protecting our timber
resources from unnecessary loss to Tussock Moth this year should get high
priority support from everyone,

Thank you for considering this aspect of high lumber prices and resource
protection.

Sincerely,
WittiaM E. HAZELTINE, Ph.D..

OFFICE OF THE GOVERNOR,
Salem, Oreg., March 15, 1973.
Mr. JorN R. MCGUIRE,
Chief. U.8. Forest Service,
Department of Agriculture,
Washington, D.C.

DEeaAr Joux: This letter constitutes our assessment of the draft environmen-
tal statement for Douglas fir tussock moth control in Oregon and Washington.
We feel that you are to be commended for the effort involved and for the
analysis of the problem as it affects the National Forests in the region.

However, we feel that the data presented in the statement with regard to
chemicals do not support the conclusions you have expressed. The decision not
to use DDT is invalid on the basis of performance, alihiough we suspect exter-
nal influences forced the decision upon you.

There are a number of points in the statemc... which have not been
expressed either correctly or completely. It is -ur pesition that the tussock
moth infestation in northeastern Oregon affects the private landowners in the
infestation zone much more adversely than is recognized in the statcment.
Thirty-six percent of the infestation is on private forest land. There are 347
private landowners involved. most of whom own 100 acres or less. In fact 229
of these ownerships have an average of 60 percent of their forest land
infested. Almost half of the private landowners have permanent or recrea-
tional homesites on their lands: these 'ands ranging in value from 500 to
$1.500 per acre. Tt has been estimated that land values will decrease, in most
cases, 50 percent beeanuse of the mortality and defoliiition of trees..

Private forest holdings provide timber for eight of the local mlllmg fﬂcili-
ties. When the salvage operation is completed. the surplus of logs created will
disappear and available timber will decrease annually by approximately fen
million hoard feet. This creates an economic impact that has not been consid-
ered in your statement.
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A large percentage of private holdings have been under intensive timber
management during the past three decades. As a result, the holdings now sup-
port immature timber which, because of age and size, is not open to salvage
opportunity. With no chance for removal, the dead and dying trees create a
fire hazard. This, coupled with the fact that infested holdings lie in an area
that has a high hazard level due to lightning and man-caused fires, creates a
very critical situation. Consequently, the assessment of fire protection costs in
your statement has resulted in gross understatements where private lands are
concerned.

An assessment of the impact on state and private lands in the infestation
zone in northeastern Oregon is included in the attached request to Mr. Ruckels-
haus.

Finally, we should like to see the final statement contain an accurate com-
parison between the benefits and risks each alternative presents. In this
connection, it is our contention that neither salvage logging nor reforestation
constitute control operations for the tussock moth. They are merely attempts
to minimize loss and repair damage, and cannot be otherwise construed.

It 1s the intention of the State of Oregon to pursue the matter of insect con-
trol vigorously, and the attached request for emergericy use of DDT is made
even more urgent since our hope for infestation collapse from biological con-
trol through virus activity has not been realized.

Sincerely,
ToM McCaLyr, Governor.

OFFICE OF THE GOVERNOR,
Salem, Oreg., March 15, 1973.
Mr. WiLLiaAM D. RUCKELSHAUS,
Administrator, Environmental Protection Agency,
Washington, D.C.

DEAR BILL: The State of Oregon herewith urgently requests immediate con-
sideration by your Agency for permission to use DDT in 1973 for the purpose
of reducing the impact on the forest resource in Oregon through control of the
Douglas fir Tussock moth.

The following attachments are provided for your information:

Attachment A.—OQutline of the Department of Forestry request for DDT.

Attachment B.—Assessment of impact on State and private lands.

Attachment C.—Letter from Edward Press, M.D., State Public Health
Officer.

Attachment D.-—Letter from John W. McKean, Director, State Game
Commission.

I trust you will give prompt consideration to this request from the State of
Oregon. We further believe that the validity of this request may well be aug-
mented by like requests from the State of Washington and the U.S. Forest
Service.

Sincerely,
Toy McCaLL, Governor.

[Excerpt from hearings hefore the Subcommittee on Publie Lands of the Committee on

Interior and Insular Affairs. U.S. Senate 924 Congress, 1st Session on Management

Practices on The Publie Lands, Apr. 5 and 6, 1971, Part 1 entitled * ‘Clear-Cutting’
Practices on Natfonal Timberlands’ ]

* * * * * * *

The same thing is true in Senator Church's State.

Senator ALLoTT. You referred to a burn in Senator Church's State which is
still brush. Is this a Douglas-fir area?

Mr. HAGENSTEIN. No. This does have Douglas-fir in it, hut some of it was
Pondersoa pine or white pine. Generally the north slopes are in Douglas-fir
and the tops of the ridges and the south slopes were Ponderosa pine.

Senator ALLoTT. Turning now to the State of Oregon, talking about Dou-
las-firs, what would you have to do in an area like that if you did get this
growth, instead of a reforestation, and get ‘a growth of brush, would you have
to clear that basically to reestablish your Douglas-fir?

Mr. HAGENSTEIN. I know from many personal ohservations on the industrial
tree farms over a long period of time in our region where people have tried
partial cutting—and many people have in mature stands—when they finally



127

cleared the mature timber out, they had to go in there to get that land back
into coniferous trees, nad it cost up to $100 an acre to get rid of the brush so
that they could plant successfully.

Senator ALLOTT. Let us talk about beetles now. As you know, we have some
unfortunate experiences in Colorado. And of course our timber production does
not compare with the Northwest. But what other ways of clear-cutting are
there to get rid of the beetle, except by forest fires?

Mr. HAGENSTEIN., You can do it by the very laborious and expensive means
that you used in Jolorado, in an attempt, right after the war, to overcome the
Englemann spruce beetle infestation. And that is by spraying by hand individ-
nal trees with orthodychlorobenzine mixed in deisel oil at the cost of $2 to $4
per tree. And when you have iiterally millions of trees infested by the beetle
you can realize, with the short period you have when the brood was active in
the summer. how few of them you were able to treat. The way to really kill
the beetles is to get in there when the broods are in the trees and salvage
them and get them out of there.

One of the things that I think is a national disgrace is what is occurring
right now in Senator McGee's State. I am sorry he is not here. I had the priv-
ilege of visiting the Yellowstone and Teton National Parks, Bridger and
Shoshone National Forests in Qctober, for the specific purpose of looking to
see what was happening to the forests there because of the beetle infestation.
And man, they are really cleaning them up. We are not going to have enough
scenery up there or enough watershed up there in that area where watersheds
are extremely important if we do not get rid of those beetles. These forests
are over mature. And the heetle ig there by the miilions. And he is going to
continue to clean out the timber. I would say that of the 10 billion feet of
annual mortality in the national forests in the western United States, exclu-
sive of Alaska, just in the 11 Western States today, that two-thirds of it is the
result of bark beetle infestation. This is continuing actively everywhere most
of the time.

Senator ALLoTT. And we are not coping adequately with it?

Mr., HAGENSTEIN. No, sir; we are failing to do anywhere near an adequate
job in getting at it.

* * * * * * *

Hi1-Ripce LuMBER Co.,
Yreka, Calif., April 10, 1978.
Mr. Epwarp P. KEup,
Minority Counsel, Subcommittce on International Finance, Dirksen Scnate
Office Building, Washington, D.C.

Dear MR. KeEap: In response to a letter received from Senator Alan Cran-
ston we submit the following statement concerning log exports:

Hi-Ridge Lumber Company has owned and operated a sawmill in Siskiyou
County, California, since 1953. Our log supply has been totally dependent on
National Forest timber.

Since a real shortage threatens the domestic supply of softwood timber we
would like to see: )

1. The elimination of the present 330 MMBF Authorization to export Fed-
eral timber

2. A Mandatory requirement to prevent substitution of purchased Federal
timber for exported private timber other than Indian timber.

3. A general guiding statement of purpose for the substitution regulations.

4. An authorization to exempt froin export restrictions, material that does
not meet utilization standards of the U.8, timber sale contracts.

5. Federal laws and regulations that would penalize willful violators.

While we do not own any private timber we believe that except for para-
graph 2 & 3 above, a landowner should be free to merchandise his timber crop
without restrictions—and if by popular vote a State has deemed it best to

allow unrestricted log exports from its State owned lands, then Federal law
""should not be wsed to supersede the will of the voters. We do not believe that
a law now passed to curtail all log exports from Federal lands should be made
retroactive to cover existing contracts entered into prior to such enactment.

Very truly yours,
GERHART BENDIX.
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HusBARD & JoansoNn Luwmser Co.,
Mountain Vic:o, Calif., March 29, 1973.
Senator ALAN CRANSTON,
Senator, State of California, Russell Semite Office Building, Washington, D.C.

DEAR SENATOR CRANsTON: In lieu of a personal appearance bhefore your com-
mittee hearings scheduled for April 13, 1973, in San Francisco, (California. the
Lumber Merchants Association of Northern California, representing more than
200 retail lumber and building material dealers, desires to be placed on record
as supporting the following actions to alleviate the current lumber erisis and
preclude this great nation from the threat of similar crises in the future:

{a) An immediate re-evaluation and upward adjustment of the Federal
Forest Service budget for Fiscal Year 1974 and beyond is essential. Only
through an increase in that budget can appropriate forest management pro-
grams be provided to offer the harvest of timber from our Federal lands to
relieve the immediate crisis. .

(1) There are currently an estimated 2.6 billion board feet of contracted for
and uncut Federal land timber inventory under control of the mills. Means
must be found to accelerate the conversion of this purchased stumpage
resource into needed lumber—and as soon as possible. Necessary assurances to
the 1aills of replacement of such inventories could be provided by an immedi-
ate increase in the Federal timber harvest and its implementation by a Forest
Service budget increase. Mills could thus be encouraged to produce more
lumber immediately. Certainly, this strategy should be adopted before even
considering the alternative of rigid, counter-productive price controls.

(¢) For the years ahead. additional funds should be made available to allow
full and effective forest management on an intensified basis. Particular consid-
eration should be given to:

1. Reforestation of certain Federal forest lands. (It is estimated that there
are currently 5 million acres of Federal lands on which timber should be
replanted to meet the needs of the future.)

2. Salvaging to the extent possible the dead and dying timber. (More timber
is lost annually tn diseases and pests than is harvested on federal lands.)

3. Accelerate access road construction to reduce costs of maintenance and
hauling, as well as provide proper conservation of the lands and timber
involved.

4. Mazimize the multiple use of timber—our major renewable natural
resource.

5. Provide assistance to State and private landowners largely through State
Forestry agencies for forest management planning and development, harvest-
ing, and processing of forest products and for necessary research.

6. Congideration also should be given to:

a. Projecting the Forest Service budget over a 5 year period to allow
advance planning and programming. Reforestation and related aciivities
are continuing processes and monies for doing the job should be allocated
well in advance.

b. Implementing the recommendations of the 1969 report of the Forest
Service to the Cabinet Task Force on Lumber (now reactivated). The
report outlines future lumber and wood product needs. future supply
requirements, and the substantial revenues from timber sales that could be
provided the U.S. Government (nearly $400 million in 1972).

(d) Rigid economic controls of lumber products have proved to be counter-
productive due to the impact of the net profit margin test on all sectors of the
industry. Net profit limitations have, in effect, imposed ceilings on lumber pro-
duction. Congress is urged to give careful consideration to the need of main-
taining and increasing lumber production, not limiting it through rigid net
profit control mechanisms.

(e) In view of the recent increase in log exports, the Department of Com-
merce, under the Export Control Act, should be required to reduce log exports
as necessary to protect the domestic economy and construction needs. (In 1971,
log exports were 1.9 billion board feet onmpnred to 2.8 billion feet in 1972.)

Congress should consider the extension of the existing Morse Amendment to
the Foreign Assistance Act of 1968 which expires in December 1973. (The
Morse Amendment restricts exports from Federal lands to 250 million board
feet of timber per year.) In addition Congress should :

1. Disallow the export of any Federal timber in the form of round logs until
our domestic needs are met.
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2. Enact a strong and enforceable anti-sabstitution provision which would
make any party selling logs for export from either State or private sources,
ineligible to purchase Federal timber for a period of 3 years from the last sale
for export. except timber twice rejected at appraised value by at least two
domestic bidders.

(f) Today, as in the past, and unquestionably in the future, chronic freight
car shortages disrupt west-to-east lumber and wood product shipments. We rec-
ommend that Congress and the Interstate Commerce (Commission take immedi-
ate steps to seek ways by which our nation can increase freight car production
to meet the demands of the future, and that ICC regulations be stiffened to
improve the traffic flow of cars to and from timber producing areas.

CONCLUBION

Substitute materials for wood are all drawn from necn-renewable resources.
On the other hand, wood fiber constantly renews itself much like an agricul-
tural crop but on a longer life cycle.

In this era of serious energy shortages, it is significant that wood substi-
tutes require many times as much energy to manufacture as do wood products.
Broad scale conversion to substitutes would disrupt, be costly, would pollute,
and further deplete irreplaceal;le natural resources.

We support the many efforts by the ecologists to improve and preserve our
environment. However, the present demand for lumber will increase in the dec-
ades ahead. (The President’s Council of Economic Advisors estimates 2.2 mil-
lion housing units will be bailt in 1973 . . . very close to the last two record-
high years.) Therefore, those who would immobilize vast tracks of timber in
museum-like isolation with no aesthetic or other use permitted, are clearly con-
trary to the public interest. Modern forest management including planting
improved species, fertilization, thinning, insect and fire control, ete., if author-
ized and funded, would stimulate marked additional fiber growth, preserve
game cover and food. and permit recreational use by the public as well as the
harvesting of mature trees otherwise destined for death and decay. Thus, as a
nation we could. while serving ecological and recreational objisctives, also pro
vide needed lumber for residential and commercial use by our expandine :opu-
lation.

The recurring lumber supply crises will not fade away. FEssential to the
public interest are decisive, long-term Governmental policies and programs ded-
icated to the principle of more intensive multiple use of our forest resources.

Sincerely,
JAMEs WEBBER, President.

[Telegram]
Senator RoBERT W. PACKWOOD,
Senate Officc Building,
Washington, D.C.

In respect to the hearing of the subcommittee on International Finance, held
in San Francisco, April 13, the California Labor Federation, AFI-CIOQ,
representing over 1,6 million union members, strongly urges a ban on the expor-
ation of logs. Present situation is drastically raising housing costs and causing
major unemployment,

Joux F. HENNING, Exrccutive Secretary-Treasurer.

STATEMENT OF WAYNE GARDNER, EXECUTIVE VICE PRESIDENT, I.UMBER
ASSOCIATION OF SOUTHERN CALIFORNIA

I am Wayne Gardner, Executive Vice President, of the Lumber Association
of Southern California in Los Angeles, This is a non-profit trade association
with membership of almost 300 retail and wholesale lumber firms. The mem-
bers are responsible for the sale of approximately 85% of’ all lumber sold in’
the ten counties of Southern California.

In 1972, 272,000 living units were constructed in California, with 162,000 of
them in ten Southern counties. The population of this same area is in excess
of 12 million people. The entire state has 201 million population.

Southern California represents a major market for softwoods. The sources
of supply for this market are the mills in Northern California, Oregon and
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Washington, The problem of lack of supply and the correlated increasing
prices have been severely felt by the retailer, the wholesaler, the contractor
and the consumer of Southern California.

The entire market for construction lumber in 1972 far exceeded that of pre-
vious years. For example, during the decade of the 60's an average of 1.44 mil-
lion living units were constructed annually. In 1972, 2.35 million housingunits
were constructed. Almost one million more units than the average for the
decade of the 60's creating an precedented demand for softwood for the hous-
ing industry during 1972.

The last time the lumber industry experienced rapidly escalating prices was
in late 1968, This was caused by an inecrease in the buying of logs by foreign
countries. As their buying slowed, lumber prices dropped, going from a peak in
the third week of March to the bottom by July 1, n period of three months.
The high market level was created by an unusually high demand, drawing
from a relatively inelastic supply. As the demand ceased the market dropped
with such rapidity that it was economically disastrous to many.

Lumber prices are determined solely by the law of supply and demand, just
as is any commodity. No one company is large enough to exert price leader-
ship. The inflation experienced in the market place iz a result of demand-pull,
not cost push. As previously mentioned, the supply is relatively inelastic. The
demand is both internal and external. The internal demand, our own housing
market could be reduced by rationing housing or reducing building in some
manner but slowing of the domestic construction industry to satisfy the wood
products requirements of a foreign nation does not seem to be a reasonable
solution to the problem. High housing costs, brought about by increasing costs
of all building materials, as well as, labor, land costs and interest rates, has
already deprived some citizens of adequate housing. These housing costs can
be reduced or at least somewhat stabilized by having an adequate supply of
Iumber available for building.

The solution to the problem lier for the most part in halting the export of
logs. This external demand on our renewable natural resource should not be
allowed to continue.

The members of the Lumber Association of Southern California depend on
Mills in Northern C(alifornia, Oregon and Washington for their supply of
lumber. The very mills which depend on the forests of the Northwest for their
raw material and the same forests that are supplying the demands of the for-
eign buyers. The domestic market must and should be satisfied first.

Therefore, the Lumber Association of Southern California members feel very
strongly about the need for legislation that will halt the export of logs from

all lands and make a steady and adequate supply of reasonably priced lumber
available for our own housing market.
Thank you.

COUNTY OF PLACER,

Auburn, Calif., March 22, 1973.
U.S. SENATE,

Committec on Banking, Houging and Urban Affairs,
Washington, D.C.
Attention : Edward Kemp.

Re Log Export Restrictions.

Dear MR. KEMP: We received your letter inquiring of the County’s concern
on the subject of log export restrictions,

We are attaching a copy of correspondence we had recently with Pacific Gas
& Electric Company and the Yuba River Lumber Company which I think indi-
cates the County’s concern about the problem. Lumbering and processing is an
integral part of Placer (ounty's economic base, and we view with the gravest
concern any activity which would have a detrimental effect on the lumbering
and processing operations,

As you will note, Placer County has already been identified as an economi-
cally depresséd area and we certainly oppose any activity which would further
depress our econoiny.

We will certainly be happy to furnish any additional information which you
wish.
Very sincerely,

L. J. DEwaLDp, County Counsel.
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COUNTY OF PLACER,
OFFICE OF BOARD OF SUPERVISORS,
Auburn, Calif., Fcbruary 21, 1973.

RoNALD REAGAN
Governor, State of California,
Sacramento, Calif. : ‘ . " o : " "

DEAR GOVERNOR REAGAN : On Tuesday, February 20, 1973, the Placer County
Board of Supervisors adopted the enclosed Resolution and requested that we
forward the Resolution to you with a covering letter.

The Board of Supervisors had received information that P.G.&E. had sold
approximately 95,000,000 board feet of timber to the Yuba River Lumber Com-
pany, together with a sale of land to them of approximately 17,000 acres.
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The Board wishes to emphasize that it is not objecting to the sale by
P.G.&E. but rather the Board expresses its serious concern with the apparent
fact that ail of the timber is to be exported.

The idoard received a copy of Volume No. 10, No, 2 of the News Letter dis-
tributed by the Port of Sacramento World Trade Center, which notes that:

“Yuba River Lumber Company of Grass Valley has inked a five (5) year
Agreement to move a minimum of 20,000,000 Board feet annually through Sac-
ramento. The Liberian Flag Montigny loaded over 5,000 tons for shipment to
Japan. Nippi International v-ith offices in Sacramento is purchasing the timber
grown above Sacramento.”

If the foregoing information is correct, it would appear that all of the raw
timber is being exported for processing and that none of the usual processing
operations in California would occur, We are advised that that quantity ot
timber would keep a lumber mill in full operation for a full five (5) year
period of time and provide substantial employment for our area which has
already been identified as an economically depressed area. Our Board feels
quite strongly that because of the present high rate of unemployment in our
area the timber should be processed locally.

The Board is not, at this peoint, seeking any government control over the
sale but we are urging strongly that the two (2) private industries which are
parties to the contract should recognize the benefits to the economy by local
processing.

Any support you can give to us in our efforts would he much appreciated by
the Board.

For your additional information we are also enclosing a news item from the
Sacramento Bee which gives additional background information.

Respectfully yours,
RoOBERT P. MAHAN, Chairman.

BEFORE THE BOARD OF SUPERVISORS, (COUNTY OF PLACER, STATE orF (CALIFORNIA

In the matter of : A resolution relating to the sale of timber by PG&E to Yuba
River Lumber Company.

Resol. No. 73-100.

Min. Bk: 33.

The following resolution was duly passed by the Board of Supervisors of the
County of Placer at a regular meeting held February 20, 1973, by the follow-
ing vote on roll call:

Ayes: Ferreirs, Thompson, Lee, Henry & Mahan.

Noes : None.

Absent: None.

Signed and approved by me after its passage.
ROBERT PP. MAITAN,
Chairman, Board of Supervisors.

WHEREAS, it has been brought to the attention of the Placer County
Board of Supervisors that there is now pending a proposed sale of 95,000,000
board feet of timber from PG&LE to Yuba River Lumber Company ; and

WHEREAS, it has further been brought to the attention of the Board that
it appears that all said timber may be exported for processing to another
Country; and

WHERAS, it appears to the satisfaction of the Board that the best interests
of the Nation, State and County would best be served by making arrangements
for the processing of all such timber within the United States:

NOW, THEREFORE, RE IT RESOLVED that this Board urges PG&E and
Yuba River Lumber Company te incorporate within the terms and conditions
of the sale provisions requiring that all such timber be processed within the
United States and State of California as appropriate.

BE IT FURTHER RESOLVED that copies of this Resolution be sent to
Representatives of PG&E. Yuba River Lumber Company, and our State and
Federal Representatives, and to such other persons as may be appropriate.
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RELLIM REDWooD Co.,
Crescent City, Calif., April 20, 1973.
Mr. EpwaArD P, KEMP,
Minority Counscl, Subcommittee on International Finance, Dirksen Senate
Office Building, Washington, D.C.

DeArR MR. Keayp: Senator Cranston has corresponded with Mr, Harold A.
Miller, President of Rellim Redwood Co, extending an invitation to comment
upon the miatter of exporting logs from the United States,

Mr. Harold A. Miller, our president, has requested, that I reply on behalf of
the company with regard to this problem,

We recognize the seriousness of the sharp rises in lumber prices and fluctua-
tions heretofore experienced.

We doubt the effectiveness of Senate Bill 8-1033 as introduced to contpol
and curb the lumber prices, It is a stopgap measure that is only a small part
of the problem facing our nation to maintain the stability in Inmber resources
for our nation’s needs. The most pressing need is that of a program for get-
ting our National Forest implemented upon a program that is under full man-
agement not solely for timber production but all other aspects with adequate
funding which should not be manipulated politically by Congress or the
Administration,

Specifically, the National Forest budget must be adequate to insure restock-
ing; the present programs are grossly inadequate and lacking.

The recreational aspect mmst consider uses for all people and not set aside
for a select few, namely, th embers of arch-preservation groups.

The environmentalists’ demands are such that in the current trend a large
percentage of National Forest will be locked up. This must stop!

The growth potential obtainable per acre must be improved. The private
sector of forest management obtains yvields three and fourfold that of the
National Forest. The National Forest must improve their growth potential to
reach the yvields of private forest management.

The National Forest timber sales program has been reduced drastically
below the allowable cutting. This has been in evidence for several years
because of budget cute, environmental pressures in Congress and the courts.
This reduction alone, over a three year period, would have alleviated a greater
part of the problem we are faced with today—that of high lumber prices,

The fact that our National Foerest has 5,000,000 acres requiring reforesting:
some 13,000,000 acres needing stand improvement ; an estimated 6 billion board
feet of timber being killed each year by bugs, fire and disease and left to rot
and decay in the woods and millions of acres infested with bugs and yet
refusing to administer DDT (the only known control)—where should our
emphasis be? On curtailing log exports or implementing a full program for our
National Forest?

We agree and support the ‘“‘no substitution rule” where by individuals and
companies purchase forest service timber and then export their own timber
from their private lands.

We oppose any regulations or ban that prohibits the exporting of logs from
that of privateiy held lands only.

Thank you for the courtesies extended permitting us to present our position
upon this extremely critical problem.

Yours very truly,
DARRELL H. SCHROEDER,
Vice President.

STATEMENT OF MELVIN SHORE, DIRECTOR, PORT OF SACRAMENTO

The referenced hill would impose restrictions upon the export of timber orig-
inating on Federal or non-Federal lands, such restrictions becoming increas-
ingly severe until commencing January 1, 1977 there would effectively be a
total embargo upon the export of timber.

A CONGRESSIONAL FINDING?

Section 202 of the bill constitutes a finding by Congress that the *substantial
increase in recent years in the rate of export to foreign countries of coniferous
timber is creating a severe domestic shortage of zoftwood lumber and bnly-
woond ;.. ."”, If such a finding is to be made, I know that the Congress and the
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Committee will want to base it upon the facts of the situation. At the very
least, I would submit that the facts are hard to come by in the midst of the
emotional uproar that has surrounded this subject in recent weeks. It is my
understanding from the press that the Committee has been furnished with
much conflicting testimony. I submit that the facts to support a finding such
as that set forth in Section 202 should be absolute and incontrovertible, It fol-
lows too that the purposes of the bill should stem from sach a finding.

VOLUMES BEING EXPORTED

Much comment has been generated about the volume of logs that have been
exported, particularly to Japan. The sbsolute figures while interesting are
probably less meaningful than the percentage of the total cut. Information
from the Construction and Forest Products Division of the U.S. Department of
Commerce indiciates the following volumes (in millions of board feet) of logs
exported :

Volume Percent of log
harvest

1,874 5.3
2,473 6.4
2,316 6.2
2,683 7.1
2,233 55
3,048 6.9

Thus several factors become clear. The volume, although it has grown some,
has not jumped outrageously. Even more important, the percentage of our har-
vest that has been exported has not only decreased slightly but has remained
at a basically negligible level. It would seem that the above figures alone
wauld serve to preclude a finding by Congress as suggested in Section 202.

AFFECT8 UPON LOCAL SITUATICNS

The proposed findings purport to be based uron impairment of the stability
of many communities that are economically and socially dependent upon the
processing of coniferous timber. It is my understanding from the press that
82% of the logs exported in 1972 came from the State of Washington. It seems
not only odd but significant that the congressional representatives of that
State did not lend their names to S 1033. Apparently they do not feel that the
communities in Washington are adversely affected by the export. It is alsc sig-
nificant that the people of Washington voted down an attempt to restrict the
export of logs at a statewide election in the rece .t past.

FEvery evidence available to this writer is that the communities invelved in
processing coniferous timber are more active than they have ever been. With
the price of lumber at an all time high, the mills are not losing the opportu-
nity to capitalize on the situation. Since this appears to be a feast or famine
industry they would be working with all deliberate speed.

INDUSTRIAL CAPACITY

Volumes already referred to above make it clear that by no stretch of the
imagination could Congress be expected to make a finding that the export of
logs has or will impair the industriai capacity of the United States to produce
wood products. If anything, the evidence is that the problem of high lumber
prices is caused by the lack of adequate sawmill capacity to meet the sudden
and inordingte demand. The sawmill industry has never been structured to
handle such a demand and eould only gear for it over an extended period and
then only if the demand continued.

DUMPING

Section 204 (b) (ii) (B) appears to this writer to fly in the face of all efforts
to maintain a satisfactory international trade position for this country. If it is
being properly interpreted, it means that the foreigners can have anything we
can't possibly use. Such an arrangement in reverse on some commodities we
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particularly want or need from overseas would bring alt sorts of dire conse-
quences for the perpetrators of such horrible deeds. Cun we expect any less
reaction from our trading partners to our prohibition against all but the right
to dump what we don't want?

EMPLOYMENT

While the bill purports to concern itself with problems of unemployment
created by timber exports, in reality what it does is create unemployment in
another area. In 1970 the export of logs through the Port of Sacramento
reached its peak at 74,000 MBF. At the present time the Port holds contracts
for the movement of 30,000 MBF per year. Even with the other logs moving
from this area, the total volume in 1973 is expected to be below the 1970 level.

Assessing the employment opportunities created by the export of logs must
take into account the men in the woods, the truckers, scalers, log handlers,
longshoremen, record clerks, data processing personnel and the many ancillary
services. It is estimated that even with the nominal volume moving through
the Port of Sacramento this year, the equivalent of 40 full time jobs will be
provided to longshoremen alone. Obviously the job opportunities for these
Americans and the others involved deserve equal consideration with those of
the other wage earners with which the bill purports to concern itself.

INTERNATIONAL TRADE

Much could be said about the need to maintain and work for the freest pos-
sible trade opportunity throughout the world. It is pointless to burden the
record with such comments since they will be made by others. However, this
writers hastens to adopt and underscore such viewpoints. As we continue to
attempt to improve our balance of payments, we can approach our goal more
rapidly and realistically by insisting that our trading partners remove their
trade impediments, r.ot be erecting ovur own, Restrictions to foreign trade such
as S 1033 make it clear that some would seek out a position of special privi-
lege for themselves to the long range detriment of our country. We need fewer
impediments and Congress should be working in that direction.

Singer Housing Co.,
San Leandro, Calif., April 12, 1978.
Senator ALAN CRANSTON,
U.8. Senate,
San Francisco, Calif.

Dear SExaTor CransTOoN: Attached is a study of increased costs of lumber
and shakes over the last year on one of our typical medium-cost houses. The
study is rather detailed and lengthy. The most significant aspect of it is that
luraber for this house in the last 52 weeks has increased 55 percent; cedar
shakes, 59 percent—amounting to some $1,535.00 mill price, Similar percentage
cost increases for plywood, doors, shelving, ete. raise the total wood product
cost increase to nearly $2,000.00. This is a minimum increased cost that we
must pass on to the homebuyer; and, unfortunately, an increase in cost of this
magnitude eliminates a significant proportion of potential homebuyers needing
or desiring moderate housing because they cannot qualify from an income
standpoint.

The same percentage increases have occurred on our lower cost housing with
the net result all the more traumatic. The buyer of modest means has been
virtually squeezed out of the entire now home market. Naturally, the second-
ary result of increased sales prices of new homes is that older homes tend to
increase in value in proportion to the eost of new housing; thus, the vicious
circle is completed. People of minimum or modest incomes are finding it nearly
impossible to buy new or used housing,.

It seems to me that the recent escalation cost of lumber and shakes is intol-
erable and unjustified from any standpoint by the lumber industry. No other
commodities sold in this country have been able to escalate their prices by per-
centages anywhere near 55 percent or 59 percent. The homebuilding industry
has no means of combating these flagrantly escalating prices.

Cyclical costs in the lumber industry are now new due to the basic nature
of the industry. However, more recently, and certainly at the present time, it
appears that the two major factors creating the upward costs of lumber are
the shortage of, and the prices being paid for stumpage, and the quantity of
logs being exported to the Japanese. These two items must be moderated.
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An increase of $2,000.00 in lumber costs passed on to the homebuyer at cost,
at present interest rates, means the buyer of the house will pay on his mort-
gage payment an additional $10.66 a month for 360 months, or $3,837.60. This
is an inexcusable sum of money for one homebuying, taxpaying citizen to con-
tribute to the balance of payvments or to subsidize the inability or lack »f
desire on the part of the lumbering industry to police and control their own
operations.

I do hope that the enclosed information is of some benefit to you. If you
have any questicns, piease feel free to contact me at any time.

Siu verely,
JoHN BROOKS, President.

Sincer Housing Co..
San Leandro, Calif., April 12, 1973.
To: John Brooks.
From: Art Morris.
Subject: Review of lumber and shake costs and price fluctuations—January
1967 to April 6, 1973.

All of the figures included in the various studies enclosed are taken from
Random Lcngths, a publication widely accepted in the homebuilding, con-
struction and Inmber industries as a valuable-guide and barometer of the costs
and price trends of all lumber commodities. These figures are valid for our use
in that. as you know, we purchase our lumber and cedar shakes based on
Random Lengths mill costs plus a dollar factor fee to our supplier for
purchasing, cutting, packaging and delivering. Therefore, the change in mill
price also becomes the change in our costs. More significant in these various
studies is, as we would expect, the price of lumber from month to month and
from year to year is erratic, essentially unpredictable and, from the builder’s
standpoint, uncontrnllable. .

Attached is a chart reflecting on a monthly basis mill price for lumber from
January., 1967 to April 6, 1973, This chart also indicates yearly averages of
mill price lumber for each year from 1967 through 1972.

Also attached. in detail, based on mill price, is the weekly cost change in
lumber from January. 1972 to April 6. 1973 for our 806 Plan, a four-bedroom,
two-bath home,

Attached is a weekly cost mill price of medium cegar shakes from January,
1972 to April 6, 1973 for our S04 Plan.

Attached is a study reflecting mill price lumber for the 806 Plan from Janu-
ary, 1967 to April, 1973, indicating costs of the lwmbher for this house at mill
price. high, low and average costs for the individual years.

Specifically, the cost of lumber mill price for the f06 Plan on April 7, 1972
was $2.012.52, As of this Monday. April 6. 1973, the lumber price mill cost is
$3,114.57, an upward increase of £1,002.05, or 55¢; in one year. It is notewor-
thy that the increased cost for this house <ince Phase 3 price controls were
placed in effect in early January of this vear is $£720.00, or an increase of
30%,.

A cursory review of the study on the shake prices indicates that the price of
shakes has gone up some $4335.00, or 597 during the past year. A combined
increase in dollars for lumber and shakes for the last year is $1,337.05. This
cost increase in lumber and shakes constitutes nearly a 15% increase to the
total house cost in one vear.

The average cost mill price for lumber during the month of April for the
years 1967 to 1972 averages 880.24.

This week lumber at mill is $167.45. or 1147 higher than the average April
cost of the «ix previous years, and 53% higher than April of 1972,

The final figure of interest. or dismay, is that the current mill price of
lumber is 16977 higher than April of 1967 which constitutes an average annual
increase of 249 over the past seven years.

Finally, it should e noted to those who might say the percentage ircreases
a8 shown here from last year to this' year are staggering. but that we are
measuring a very low period to a very high period—this is not so. If one
refers to thie monthly lumber mill price chart. he will see that the month of
April, 1972, with lumber at $108.20 was, with the exception of February.
March and April. 1969. and August and September of 1971, the highest price
then to date since January. 1967, Therefore. the increased cost that we speak
of this year over last year are simply all-time high cost incresses over nearly
former all-time high costs.
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INTERIOR EXTERIOR CONCRETE FORM
Lin® AD L] AR AL _.BC AR M Clam ] Wetern
Fows 8102 39102 3% I 12 3N e B, 70
5‘7,..., 100 138 133 i 18 W Vome 265
Ble 170 165 p7%) 238 Clam 1 Sovtbern
s 23 __ Cam e
oy M 190 185 w2 M, G0
Koms__ 07 212 B 288 Yeme 220
Average Castomer
Mill spacifications frequently availoble of one or two lists lower, moitly on S-ply exterior.
SHEATHING ..
: GROUP 1 UNGRADED
Sandard Standard — Futerios Glue
Span lndes Enurriar Wemern  Sowthers | CC Exterior OD Suoctwral T lwetiw Falerior
51 2070 s 7 s _ _38 %5 188
e 2%/0 8 L
W (4 or 5-ply) 52116 104 108
usse (s-ply) 12/16 102 104
R 2/20 120 130
1/7;“” o 144 160
FIR VENEER
1719 00 13" 428 /6" 1s  3/16" ™
Ch & — 54 $16.75  $19.50  $24.50 $30.00
37 14.75 1750 23.50 _28.00
TRW 10.75 13.50 19.50 24.00
—f/T 9.75 12,50 18.50 23,00
— Regular 30% 13.50 16,50 22,50 27.00 Ch -1 Cl?ft‘ .

*Straight joads $1-2 less.

SPECIAL SERVICE CHARGES

— PARTICLEBOARD
v Groonmy _ Wz toierior Underaymen:
8 asd D leogha
T and |0 deigihe, Inevme 14 ¢
Y and 0w, Fuens oo
That Fimk cach | 16 tnsvior 1500
Thod Pinch esch | 16 Exvwnin 2000

Deduct for: L
_ l'(h&‘vvalv .

132 Dhiwea

Tongue snd Grooving -1 long edges
Toague snd Lrooviag-tedges
o Southern Pine chagn, thech individuel aithy,

Prices for plywond and patticdeboard cre f.0.b. mill, subject o whaoleale diwounis of 57 and V. For sheathing. slightly higher pracey are applivable 10
asorrmenn of several irems o1 when wmbined wuh sannded. Under Mambaed-Exictior Glue, prices e in the columa beaded “Southern” are adjused 10
provide a wompurison with Wes Coau mill pricer; approvimae delinered conts an be caloulsied by sditing freight on the Coast rate w destinative. Veneer
prices are net and suume shight varitions bigher wr lower due 10 manulaciusing location, freight wnts and quality.

e ey
. : Subscription rates One year_ 365, three montha, 318 50

o - Editorial Oftices 195 East 1210 Averue, Eugene, Oregon
YA . ) Mmting Address P O Box 867, t.upne, Or egon 31401

\ . vy Tetephecre Araa Code SU), W2 -5451

Copyright 1972, Random Lengths Publications, Ine
Reproduction «n whole or it part nol permitied without writien permession
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. List® AD___ 8D A __Clam I Wewera
R L I T A e 3390
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_ 66 3 3w we M8 33 8 m 8305
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vevegr Camraner Tpiifintions — A T T
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e, /0 1 $145 R A1E S5 O 11 S | R 1 S
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2 r . 0 BE Crxe. frem L 72 56
008 10k ","’f‘.., . L P 11 !1_ I_hlAL-:-_

*For Soutrn Ping chag, check individuol milk,

Prices for plywond and panicebnard are (o b. mill, wbjedt 0 wholewle discounts of 3% and 3% For sheathing, slightly higher prices are applicable to
awortments of several items of wlien combined with wanded. Undes Suandard-Exterior Glue, prices tiiest in the column headed “Southern™ are addjused 1o
provide a comparivon with West Cannt mill peices; approvimate delivered cinis 1an be calonlared by sdding (reight on the Coawt 1ate 10 destination. Vencer
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806 PLAN
kY ]vi} HAUSE COST
IANGE TO HOUSE COST
- ' HOUSE PREVIOUS CHANGE YEAR

DATE COsT COST MILL WEEK TO DATE
1/7/72 22.00 660.00 - -
1/14/72 22.00 660.00 ——— ——--
1/21/72 22,00 660.00 ———- —=-=
1/28/72 22,25 667.50 7.50 7.50
2/4/72 22.50 675.00 7.50 15.00
2/11/72 23.00 690.00 15.00 30.00
2/18/72 23.25 697.50 7.50 37.50
2/25/72 23.50 705.00 7.50 45.00
3/3/72 24.00 " 720.00 15.00 60.00
3/10/72 24.00 720.00 -——- 60.00
3/11/72 24.50 735.00 15.00 75.00
3/24/72 24.50 735.00 ——— 75.00
3/31/72 24.50 735.00 -— 75.00
4/7/72 24.50 735.00 = ---- 75.00
4/14/72 24,50 735.00 -—— 75.00
4/21/72 24.00 720.00 (15.00) 60,00
4/28/72 24,00 720.00 ———— 60.00
5/5/72 23.75 712,50 (7.50) 52.5
5/12/72 23.50 705.00 (7.50) 45.00
5/19/72 23.50 705.00 ——— 45.00
5/26/72 23.50 705.00 ——— 45.00
6/2/172 23,50 705.00 ———- 45.00
6/1/12 . 24.00 720.00 15.00 60.00
6/15/72 24.50 ~735.00 15.00 75.00
6/23/72 24.75 742.50 7.50 82.50
6/30/72 25,50 765.00 22.50 105.00
7/7/72 26.00 780.00* 15.00 120.00
7/14/72 26.50 795.00 15.00 135.00
7/21/72 27.25 817.50 22.50 * 157.50
7/28/72 27.75 832.50 15.00 172.50
8/4/72 28,00 840.00 7.50 180.00
8/18/72 28.25 847.50 7.50 187.50
8/25/72 28.50 855.00 7.50 195.00
9/1/72 30.00 900.00 45.00 240.00
9/8/72 30.25 907.50 7.50 247.50
9/15/72 30.50 915,00 7.50 255.00
9/22/72 31.00 930.00 15.00 270.00
9/29/72 31.50 945.00 15.00 285.00
10/6/72 32.25 967.50 22,50 307.50
10/13/72 33.00 990.00 22.50 330.00
10/20/72 33.50 1005.00 15.00 345.00
10/27/72 34,50 1035.00 30.00 375.00
11/4/72 35.00 1050.00 15.00 390.00
11/11/72 35.50 1065.00 15.00 405.00
11/17/72 36.00 1080.00 15.00 420.00
11/24/72 36.50 1095.00 15.00 435,00
12/1/72 36.50 1095.00 - 435.00
12/8/72 36.50 1095.00 -— 435.00
12/15/72 , 36.50 1095.00 -—— 435.00
12/21/72 36.50 1095.,00 -—— 435.00
12/29/72 36.50 1095.00 —— 435.00
1/5/73 36.50 1095.,00 ——— 435.00
1/12/73 37.00 1110.00 15.00 450,00
1/19/73 37.25 1117.50 7.50 457.50
1/26/73 37.50 1125.00 7.50 465.00
2/3/73 37.50 1125.00 ——— 465.00
2/9/73 38.00 1140.00 15.00 480.00
2/16/73 38.00 1140.00 —-—— 480.00
2/23/73 38.00 1140.00 -—-- 480.00
3/2/73 ‘ 38.50 1155.00 15.00 .. 495.00
3/9/73 38.75 1162.50 7.50 502,50
3/16/13 39.00 1170.00 . 7.50 510.00
3/23/73 39.00 1170.00 - 510.00
3/30/73 39.00 1170.00 ———- 510.00

4/6/73 39.00 1170.00 -—— 510.00
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EUR:XA HEDDING EURLKA :

2xh B . @06 PLAN HOUS2 COT

P ST 2x b 2xh 18,6001 AL TO PCUSE €0ST

BTR © o UTILITY SIS HCUSE HO 53-CLuP FREVICUS CUANGE iR
DATE [ 9) b5 1 0d AV6% NI WY 0 M
1/1/12 119.00 80,00 113.00 100.85 1875.01
1AL /12 119.20 © 82,00 113.00 100,45 1875.51
1/21/712 120,00 80,00 113.00 101. %0 1864.18
1/28/72 123.00 . €2.00 114.C0 105.65 1927.99
2/h/12 125.00 85.00 116.00 106.10 197046 .
2/11/72 126.00 92.00 120.00 110.00 2047,06 172.05
2/1e/712 125,00 90,00 120,00 108.75 2022.7% T 146,94
2/25/12 122.00 90,00 118,00 107.20 1993.92 118,11
3/12 122,00 90.00 117.00 107.10 1992.06 116,29
3/10/1> 123.00 92.00 117.00 108,45 2017.17 141,76
3/17/72 124,00 92.00 118,00 109,00 2027.40 151,59
3f24/72 124,00 91.00 118,00 18.%5 2019,03 143,22
5/3/72 12h,00 91,00 119,00 108, 65 2020,89 145,08
4/1/712 123.00 91,00 119.00 108,20 2012.52 13671
u/14/72 123.00 91.00 119.00 103,20 2012,52 135,71
L/21/12 123.00 91.00 119,60 109.20 ' 2012.52 136.11
v/28/72 124.00 92.00 119.00 109.10 2029.26 153,45
5/5/72 124.00 94,00 118,00 109,90 204414 . 168,13
s/12/72 124,00 97.00 118,00 111,25 20£9,25 193,44
s/19/72 . 124500 97.00 119.00 111.35 2071.11 195. 30
5/26/72 124,00 97.00 119.00 111.35 2071.11 195,30,
6/2/72 123.00 97.00 119.00 110,90 2062.74 184,93
6/1/12 125.00 97.00 120.00 111.90 2081. 34 20553
6/16/712 126.00 98.00 120,00 112,80 2098,08 222,27
6/2%/12 126.00 100.00 121.00 113.€0 2116.98 240,087
6/5772 127.00 103.00 122,00 115,70 2152.02 276.21
111/72 128,00 105.00 122.00 117.05 2177.13 . 301,32
1/14/12% 130,00 105.00 123.00 118.09 2195.73 319,00
1/22/72 130.00 105.00 127.00 118,45 270317 327,58,
1/28/712 130,00 105,00 127.00 119,45 2203.17 327,36
8/4/72 130.00 105,00 127.00 118,45 2203.1% 327,35
a/11/72 120,00 108,00 120.00 120.10 2213.86 158,05
9/18/72 131.00 108,00 132,00 120.75 2245.95 370,14
e/25/72 133.00 . 110,00 V34,00 122,75 2283.15 407,34
9/1/12 134,00 110,00 135.00 173,30 2293.38 h17.57
a/8/12 135,00 110.00 135.00 128,75 2301.79 475,94
9/15/12 137.00 110,00 135.00 124,65 2318,49 Lh2,68
9/22/12 137.00 110,00 " 135.00 124,65 2318.49 Ly2. 68
9/23/12 139.00 112,00 135.00 126,45 235197 476.16
10/6/72 142,00 112,00 135.00 127.80 237708 501.27
10/13/12 144,00 112,00 135,00 128,70 2393.82 518.01
10/23/72 - 144,00 112,00 135,00 129,70 3.82 518,01
10/27,/72 1h4,00 112,60° 135.00 124,70 233,82 518,01
/3772 144,00 112,00 135.00 128,70 2293,82 51£,01
11/10/72 144,00 112,00 + 135.00 124,70 2393.82 £10.01
11/17/72 144,00 112.00 135.00 128,70 2393,92 518,01
11/50/72 144,00 112,00 135.00 129,70 2393,82 518,01
12/1/72 144,00 112.00 135.00 123.70 2393.82 518.0%
12/e/72 145,00 112,00 135.00  128.70 291,82
12/15/12 1h4,00 112,00 135.00 123.70 2192,
12/21/12 144,00 112,00 135,00 120,70 2302,8>
12/59/72 164,00 112,00 135,00 179,70 257%,82
1/5/73 145,00 112,00 135.00 178,79 239,92
1/12/7% 1is%,00 112,00 135.00 178,70 2397.82
1/19 773 16£.00 115,00 140,00 120,00 2€0 .00
/2R3 178.00 120.60 152.€0 14,92 2765.14%
273,73 120.00 125.00 165.00 156,95 518,77
2f0/73 12¢.00 130,00 175.09 161.50 320390
26/ 192.00 130.00 175,00 163,75 304,79
°/28/73 200.€0 130.00 175,00 146,00 3067.€0 )
327713 192,00 130,00 170.00 - 143,25 303,45 SIARES
3/9/13 195.00 130,00 170.¢0 161,25 307%,45 110,85
3°16/73 195.00 135.00 167.00 145,20 077,72 1124, A2
1/22/73 195,00 135.00 167,50 185,29 3070.72 1of,en
1/30/73 200,00 135.00 167.00 167,45 3114.57 12057
L/6/13 200,00 135.00 167.00 167.45 314,57 R LN

* Govorrzent restriction placed on luater prices.
** Fhare 3 price controls in effect.
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STATEMENT OF MICHAEL L. ZIEMAN, ASSISTANT STANDARDS DDIRECTOR,
TRAILER COACH ASSOCIATION

Purpose.—This written testimony is submitted to the Senate Subcommittee
on International Finance to apprise subcommittee members of : 1. The position
of the Trailer Coach Association on S. 1033.2, The lumber products vecent
sharp price increase effect on the mobile home and recreation vehicle indus-
tries and the consumers of our products.

Interest of Trailer Coach Association (TCA).—TCA is a non-profit trade
association representing the manufacturers, suppliers and dealers of mobile
homes in the 12 western states and the manufacturers, suppliers and dealers
of recreation vehicles (motor homes, travel trailers, truck campers, ete.)
nationwide.

Summary—TCA supports the swift passage of 8§ 1033. However, in light of
the recent sharp price increases for wood products, and the fact that S. 1033,
if passed today. would likely have no effect on prices until some time after
January 1. 1974, we do strongly urge further action in this matter. Because
the recent sharp price increases for wood products have, to a large degree,
been artificially created. we strongly believe that an artificial means to control
price (such as mandatory price controls using January, 1973 as the base
month) is not only necessary for the good of the general public and all indus-
tries dependent upon wood products. but certainly is justified.

Discussion.—The mobile home and recreation vehicle industries combined
represent one of the largest consumers of wood products in the country.
Nationwide in 1972, 600,000 mobile homes were produced representing 25% of
41l housing starts. For the same year, 729,000 recreation vehicles were manu-
factured.

The following approximates the quantities of the four major wood products
consumed by our industry in 1972:

Recreation
vehicles
Mobile homes (million) Total
1. Softwood-plywood (14 in basis) square feet_ _. 240 miltion_____ 365 565 million.
2. Lumber; board feet. . _____ . ________.. _ 1.44 billion. _. __ 292 1.73 billion.
3. Particle board (%4 in basis) square feet_. . 540 million___ __ 12 552 miltion,
4. Hardwood paneling (542 in basis) square feet. . T 1.2 billion___._. 178 1.3 bitlion.

The cost for most wood products used in construction has literally “shot
through the ceiline” during the past year. and there is no relief in sight.

The following examples represent just a few of the actual cases reported to
TCA by some of our member manufacturers and will serve to illustrate the
magnitude of the price increases.

LUMBER PRICE PER UNIT

Percentage of

Dimension April 1972 October 1972 Aprit 1973 increase
1 by 20N . 140 145 235 63
2byding .. 130 165 185 36
2 by 2N, ... 155 205 38
2by6in. ... 125 150 235 81
2 Y BN, il 161 257 57

144 87
307 81
355 87
330 89

HARDWOOD PANELING

S4sinbydby8%..___ ______________.___ 10 100 140 100
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The above examples do not represent extremes. In some cases, prices have
jumped as much as 150% during the past year'

The higher lumber and plywood prices are 80% responsible for what is rap-
idly becoming an average 5% increase nationwide in the cost of our mdustn 8
products. In the case of mobile homes, this means an increased cost to the con-
sumer of $200 to $3550. When we consider the fact that over 95% of all single-
family dwellings sold in 1972 for under $15.000 were mobile homes, we wonder
to what degree this foreced price increase will have an effect on the moderate
and low-income individual’s ability to purchase low-cost, non-subsidized hous-
ing. Certainly it can do nothing but deter this economic class of individual
from owning his own home.

The higher lumber and plywood prices mean higher cost for all forms of
housing. This in turn means more pressure will be applied to members of Con-
gress to provide subsidized housing. Speaking as one individual who does not
believe government should subsidize housing, I feel Congress must take imme-
diate action to reverse the artificially high price of lumber and plywood.

The increased cost of lumber and plywood has had a drastic effect on recre-
ation vehicle manufacturers as illustrated in the following quotes from two
such manufacturers: “The finished product’s cost increase due to the tremen-
dous increase in lumber and plywood is averaging $86.00 per unit. This is an
overall average. Some units have risen as high as $103.00.” “We raised our
prices for the first time in three years on March 1, 1973 due to recent
increases in wood and wood products along with other material increases. We
have increased the cost of our products about $33.00 which does not actually
cover the current wood materials cost per unit and we see now that we must
add another increase in April to stay in business.”

Not only are prices becoming ridiculons, but availability is becoming a eriti-
cal factor. Historically, a buyer could, in the past, receive guaranteed quotes
on lumber purchases up to 6 months if desired. This was gradually reduced to
3 months. Now price quotes are issued on a day-to-day basis and with no guar-
antee of material availability. I quote from one manufacturer of mobile
homes: *‘Poor availability of lumber and plywood has forced us to: 1. pur-
chase a higher grade of lumber and plywood than called for in our specifica-
tions. 2. overstock material at exorbitant prices to forestall an assembly-line
stoppage. 3. undergo structural changes necessitated by plywood mills discon-
tinuing production of material.”

The Trailer Coach Association does not pretend to be an expert in the areas
of timber production, saw mills capacity, etc.

However, it seems obvious to us that the recent sharp price increases for
lumber and plywood (averaging 509% to 90¢% in the past 6 months) have been
artificially created. We would ask one simple guestion of the entire forest
praduets industry: What cost increases have you experienced in the past six
months in your operation that have caused you to pass on to all purchasers of
your products a 50% to 909, price increase? Does it cost 509 more to grow
and cut a tree today than it did 6 months ago? Does it cost 50% more today
than it did six months ago to process timber into lumber and plywood and
transport it to the end users? It appears obvious to us that the answer to our
last two questions is no. Why then the sadden price increases?

We helieve 8. 1033, if passed, today would have no effect on lumber and ply-
wood prices until some time after January 1, 1974. Though we support 8. 1033,
in light of the above facts, the projected increases in price and non-availability
of many grades and dimensions we strongly urge and would support any rea-
sonable form of immecdiate action (including a price freeze on lumber and ply-
wood) that would halt the price spiral and begin to reduce prices to a
reasonable level,

If the present trend is not reversed, all industries dependent upon wood
produects will be in serious trouble.

This industry through remedial substitution., ean and will, with its multitu-
dinous engineering capabilities on a product development crash program basis,
correct the sins that are being committed against its effort to alleviate the
housing shortage needs of our nation and provide needed low-cost recreation
vehicles for public use and enjoyment. Such efforts have already begun in our
industry, but in the meantime. the general public suffers the higher cost of all
products dependent upon materials derived from timber.
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SOUTHEASTERN LUMBERE MANUFACTURERS ABSOCIATION,
College Park, Ga., April 4, 1973.
Senator ALAN CRANSTON,
Senate Banking, Housing, and Urban Affairs Committee,
U.S. Senate, Washington, D.C.

DEAR SENATOR CRANSTON : Mr. R. B, Jordan, III has requested that I furnish
you with information as to the number of small business lumber manufacturing
plants which have closed in the Southeast during the last ten years. It is our
understanding that this request was made of Mr. Jordan during a recent hearing
in which he participated on behalf of this Association.

In checking the information we have available, we are able to determine that
there has been a considerable number of mill closures in the South during this
ten year period. We have information covering the states of South Carolina,
Georgia and Alabama and they are as follows:

South Carolina—In 1958 there were 594 sawmills operating and in 1968 only
204 were operating,

Georgia—In 1965 there were 393 sawmills operating and in 1971 only 296
were operating.

Alabama—In 1962 there were 555 sawmills operating and in 1971 only 323
were operating.

It would be safe to assume that over 90 percent of those mills which have
gone out of business were small business enterprises. We are disappointed that
we cannot furnish you with the exact information on all of our states or
information which is up-to-date, but do believe that the trend represented in
these figures continues to the present time.

Sincerely yours,
Joux C. MILLINER, Jr..
Ezccutive Vice President.

WEST CoasT FOREST CONSULTANTS,
Oakland, Calif., April 19, 1973,
Senator RoBeERT PACK W00D,
U.S. Senate Office Building,
Washington, D.C.

DEAR SENATOR PAcKwoob: J was delighted to have the opportunity to meet
you, however briefly, in San Francisco when you held hearings into the possi-
bilities of a log export ban.

As Forest Consultants, the spiraling costs of timber are a sho ‘-term wind-
fall to us because our fees usually are based upon a percentage . the timber
cut. However, we recognize the long-term danger to the forest industry in Cali-
fornia if factors contributing to these astronomical price increases are not
curbed and eliminated. It has been our experience in the past few months that
small landowners are cutting far more timber than they otherwise would cut
because of the huge profits involved, thus endangering future yield from the
forests of the Pacific Northwest. It has also been our experience these past
few months that loggers representing Japanese interests can afford to bid sales
up past what local loggers and timber processors can possibly afford to pay—a
factor which endangers the entire logging industry in California and other
Western states.

West Coast Forest Consultants has been working closely with Assembiyman
Ken Meade regarding the proposed sale of land with 100mm board feet of
timber owned by PG&E to a major Northern California log exporter. I am for-
warding copies of his preliminary work to you as an illustration of a concrete
case in which the economy and ecological consideration of a substantial area
have been abrogated for considerations of greater profit for a publicly-owned
corporation. Any support you can give us in this matter will be greatly appre-
ciated. If there is any information which you might require on this particular
subject, or other aspects of the current loggmg crisis in Cahfornia we will do
‘our best to mpplv it.

Thank you again for your attention to the overall probk'm of log exports
and its threat to the forests and dependent industries in the Western states.

Sincerely yours, .
LYNN M. SUTER.
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P G AND E NEWS BUREAU,
San Francisco, Calif., February 12, 1973.

PG&E, YuBA LUMBER AGREE TO LAND SWAP

Pacific Gas and Electric Company has agreed to exchange approximately
17,000 acres of land and timber in Placer and Nevada counties with the Yuba
River Lumber Company of Grass Valley for lands to be designated by PG&E.
The exchange vaiue was not announced.

Uniler the agreement, which is now in escrow, PG&E will transfer title to 59
parcels of land in the American-Rubicon River region in the viecinity of Loon
Lake and Hell Hole Reservoir to the Yuba River Lumber Company. The prop-
. erty exchanges will take piace over a three year period.

The 17,052 acres in the 59 parcels contain an estimated 92 million board feet
of California’s five major timber species, including pine, cedar and fir.

Nolan H., Daines, manager of PG&E’s Land Department in San Francisco,
said the land had been declared surplus to PG&E’s operations. The company
will retain water and mineral rights on all of the parcels, he said.

Yuba River Lumber Company’s harvesting operations will be governed by
California Forestry Practices Rules and in accordance with best forestry and

. land management practices and similar area operations, spokesmen for both
companies said.

involved will be processed on the domestic market in local mills served by
power facilities of PG&E. In light of the public's negative reaction to the
increased export of California's limited forest products, we feel it imperative
for PG&E to take into account the long range effects of our intention to con-
tinue to provide the local labor market with a continued supply of job oppor-

The following two paragraphs are excerpted in their entirety from a letter

to PG&E's land Department from a senior officer of the DiGiorgio Corpora-
tion:
. “It has been DiGiorgio’s position to meet and exceed 211 of PG&E's require-
ments with regard to economic and public relations considerations. We feel it
important for PG&E to fully realize that all timber harvested from the lands
tunities and not to export any of the natural resources involved in this proj-
ect,

“Our negotiations with PG&E have been coupled with extensive
conversiations with representatives.of the U.S. Government and it is our intent
to eventually return all lands involved to the Federal Government. It is our
understanding that this concurs with the wishes of PG&E and the counties
involved.”

FesruaAry 14, 1973.
From : Ken Maade. assemblyman 16th disirict,
Re: PG&E land exchange, Placer and El Dorado Counties.

1. PG&E has agreed to exchange 17,000 acres of prime watershed land on
the American and Rubicon Rivers containing 100 million board feet of timber
to the Yuba River Lumber Company, a major exporter of sawlogs to the Japa-
nese.

2. Yuba River Lumber Company has signed with the Port of Sacramento to
export a minimum of 100 million board feet of timber on a five year contract.

3. PG&E placed no restrictions on the sale regarding either the disposition
of the timber or the final disposition of the land.

4. PG&E received at least one other bid placing voluntary restrictions on the
sale by a major domestic processor; i.e. that all timber harvested would be
processed on the domestic market, utilizing local labor, and that the harvested
land would eventually be returned to the federal government.

5. The Western Timber Association, National Association of Homebuilders,
building trades, and other business and labor interests have expressed recent
and repeated alarm at the export of sawlogs to Japan.

I feel the following questions should be ' posed to PG&E before the above-ref-
erenced sale is completed. and will appreciate your attention in having your
offices immediately contact that company :

1. What is PG&E’s policy regarding the disposition (foreign or domestic) of
timber on their lands in general. and this prime land in specific?

2. What is PG&E's policy regarding the return of their watershed lands to
the federal government?



148

3. Why were no restrictions placed on the sale when the American-Rubicon
River land was offered to bid?

4, Why, given the self-imposed restrictions offered by a major domestic
timber processor, did PG&E accept the unrestricted bid of a major sawlog
exporter?

These questions may be directed to any or all of the following PG&E
employees at 415-781-4211: Mr. John Bonner, President; Mr. Robert Oliver,
Land Dept.; Mr. Nolan Daines, Mgr., Land Dept.; Mr. Jack Cameron, PG&E
Company Forester.

Thank you for your support and assistance in this matter.

AsSSEMBLY, CALIFORNIA LEGISLATURE,
February 12, 1973.
Mr. JOHN BONNER,
President, Pacific Gas and Flcctric Co.,
San Francisco, Calif.

DeArR MR.. BoNNER: In response to increasing fears by businessmen, building
trades, labor and concerned citizens regarding the dissipaticn and divergence
of California’s natural resources into foreign markets, I am inquiring into the
status of certain timberlands recently offered for sale by the Dacific Gas and
Electric Company to selected bidders.

I understand that P.G. & E. is presently negotiating the sale of 17,000 acres
of prime watershed land in Placer and El Dorado Counties with 20 miles of
frontage on the American and Rubicon Rivers and containing an estimated 100
million board feet of timber, without regard to considerations other than the
total dollar amount that is to be paid to the Pacific Gas & Electric Company.

It is also my understanding that the highest bidder was the Yuba River
Lumber Company and that serious consideration is being given to awarding
them the sale. According to a recent article in the Sucramento Bee, Yuba
River Lumber Company has negotinted with Japanese interests for the export
of a minimum of 100 million board feet of timber under a five-year contract. I
find this alarmingly coincidental which can only be interpreted in effect as a
sale of our valuable irreplacable timber resources to foreign markets by a
major public utility. Such a situation would seem to violate the public trust
and responsibility incumbent upon P.G. & E. to maintain in its special position
of serving the public interest.

Since other bidders have, in letters to P.G. & E. voluntarily restricted the
disposition of harvested timber to procvessing on the domestic market in local
mills served by P.G. & E. and utilizing loeal labor forces, and furthermore
have stated their willingness to eventually return the harvested lands to fed-
eral government control, I would ask that you clarify for me the apparent dis-
crepancy in the policy suggested by the above consideration with your required
position as a guardian of the public interest,

Thaunk you for your attention and consideration. I look forward to hearing
from you soon.

Sincerely,
KEN MEADE, Assemblyman.

PORT OF SACRAMENTO,
‘WoRLD TRADE CENTER,
West Sacramento, Calif., November 27, 1972,

LoGgs MOVE AGAIN AT PORT OF SACRAMENTO

The M.S. MONTIGNY berthed at the Port of Sacramento last week to
receive logs following an eight-month lapse in timber shipments over Sacra-
mento docks.

Yuba River Lumber Company of Grass Valley has inked a 5-year pact with
the Port to move an aninual minimum of 20:million board feet through Saera-
mento.

A downturn in the Japanese economy earlier this year had been cited as the
reason behind the lack of Sacramento log movements. In the peak year of
1969, over 330,000 tons were shipped through the inland port, primarily to
Japan.

The Liberian flag MONTIGNY loaded 5,000 tons for Japan. Nippi Interna-
tional of Sacramento is the trading firm purchasing the logs.
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WTA BoARp ASKS ELIMINATION OF EXPORT AUTHORIZATION FOR FEDERAL TIMBER
AND PREVENTION OF SUBSTITUTION FOR EXPORTED NON-FEDERAL TIMBER. CON-
GRESSM/N DoN CLAUSEN ALsO ASKED To HELP

WESTERN TIMBER ASSOCIATION,
San Francisco, Calif., February 3, 1973.
Hon. HAroLb T. JOHNSON,
House Office Building,
Washington, D.C.

DEAR Bizz: You have been most helpful in past efforts to prevent the export
of Federal timber to Japan. We need your help again.

With the “Morse Amendment” in 1968, 16 U.S.C. 616 was changed to provide
that for each year, 1968 to 1972 inclusive, not more than 350 million board
feet of unprocessed timber may be sold for export from Federal lands west of
the 100th meridian, unless specific species and quantities were found to be sur-
plus to domestic needs. Further provision was made for regulations to prevent
the substitution of Federal timber for exported non-federal timber. Such regu-
lations have never been promulgated. Subsequently, Congress continued limita-
tions to the end of 1973 under the Housing and Urban Development Act of
1970.

Increased domestic needs for construction materials justify the elimination
of the present authorization to export 330 million board feet of Federal timber
and the enactment of legislation to prevent substitution of Federal timber for
exported non-federal timber, This was the unanimous conclusion of Western
Timber Association’s Board of Directors in a special meeting held yesterday to
consider this problem.

I expect to be in Washington D.C. on February 14-15 and would appreciate
an opportunity to discuss with you or your staff what can be done to get legis-
lation before July 1973. We need a strong and enforceable anti-substitution
provision and the elimination of the 350 million board feet export authoriza-
tion. The livelihood of many Northern Californians are involved as well as
many Americans seeking suitable housing.

Sincerely,
GEORGE A. CRAIG,
Exrccutive Vice Pregident.

WICKES FOREST INDUSTRIES,
Dinuba, Calif., April 2, 1973.
SUBCOMMITTEE ON INTERNATIONAL FINANCE,
Dirksen Senate Office Building,
Washington, D.C.

~-GENTLEMEN : Bill 8, 1033 in the Senate Committee on Banking, Housing, and
Urban Affairs, to amend the Export Administration Act of 1969, and to control
the export of timber from the United States has been given our careful study.

While we recognize the need for restraint on excessive log exports, we
believe that such restrictions should be limited to Forest Service gnd Bureau
of Land Management timber without the throttling effect that S§. 1033 would
have against private ownership of timber. Timber export controls for private
investment is a further blow to weaken the foundation of our country’s system
of free enterprise and ite privilege of making a reasonable profit within the
ground rules of ethical business practices. The Act strikes not alone at the
rights of Industry but also at the Constitution granted privilege of private
ownership. To do otherwise is a restraint on our cherished tradition of free
trade. It was private enterprise’s innovation and efficient technology which
enhanced America’s reforestation development on non-Federal lands. The new
forests that far seeing companies initiated and are creating, in spite of a low
after-tax return on investment, have become the raw material source for log
exports.

But there are additional serious and immediate considerations that point up
niegative results which would occur by the passage of this Bill. With the cessa-
tion of log exports from the United States, foreign buyers would turn to
Canada to supply their needs, with a resultant reduction of lumber imports into
the United States. Because Canada is a signifieant supplier of lumber for this
country, its lumber production helps materially to alleviate our current domes-
tic shortage for shelter construction. If Canadian lumber imports were
reduced, prices would rise above their present high levels,
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Proponents of the timber export ban emphasize that the retained timber will
increase log volumes for lumber production. But they do not acknowledge the
real reason for log shortages, if indeed a shortage does exist for our existing
sawmills. The crippling slowdown of timber sales put up by the Forest Service
is the fundamental cause of alleged short saw tiniber supply. Because of pres-
sures by the environmentalists, needed timber fron. the nation’s largest land-
holder, the United States Government, is not permitted to flow out to the
market, and it is this withholding of raw material which has caused the
severe domestic shortage of softwood lumber and plywood. Companies with
their own timber holdings produce at capacity but many of the smaller sized
sawinills cannot run at full production during this period of domestic log
shortage. This is because Forest Service timber is not made available for
them, even though Forest Service timber cannot, unless specifically exempt, be
exported under the Export Administration Act of 1969. The freeing of Forest
Service timber would eliminate the current lumber shortage while continuing
log exports would, at the same time, help produce a favorable balance of trade
at a critical time of the Dollar’s valuation abroad. A steady supply of logs
from government controlled forests would, in fact, create new mills and
increase the domestic lumber available for housing—at a decrease in cost. The
economic threat to communities and the threat of unemployment originates
with the forest management practices of the Forest Service and its retention
of vast timber resources, which suffer degradation by the inroads of disease
and over-maturity.

In light of the rationale expressed above, we look with disfavor at Senate
Bill 8.1033 and ask that it does not receive favorable consideration.

ARTHUR C. HALL, Gencral Manager,

STATEMENT OF BERNARD B. BARBER, JR., EXECUTIVE SECRETARY, WOODWORK
IXSTITUTE OF CALIFORNIA

Members of the Wondwork Institute of California are engaged in the fabri-
cation of architectural woodwork products for institutions such as schools, hos-
pitals, courthouses, churches, office buildings, banks, savings and loan associa-
tions, restaurants and occasional large residences under long-term, fixed-price
contracts that extend for periods of up to three years.

I have also been authorized to express the views of the Southern California
Cabinet Manufacturers Association, whose members are engaged primarily in
the fabrication of residential type cabinets and casework.

While the members of these two organizations are located in the state of
*alifornia, the same problem exists for similar types of firms throughout the
entire United States. These firms are primarily small organizations and they
cannot afford to buy and do not have facilities to store raw materials well in
advance of the re-manufacturing and delivery date.

Phase II controls were not working to slow down inflation in the lumber
and plywood industry, as iflustrated by one item that is used extensively by
our members. On August 15, 1971, the market price for %” Grade AD sanded
plywood was $167 per M square feet. On January 12, 1973, it was $217—an
increase of 309%. This information is taken from TLumber Market Reporting
Services. As of the latest information available to us, the price is now $38%7, or
1 T8% gain since January 11, 1973, :md a 1329, gain since the inception of the
I‘conomxc Stabilization Program.

Historically, the price of 3;” sanded plywood has fluctuated over the period
of a year, but never in the history of the industry, including periods of floods,
strikes and the housing boom of 1968 and 1969, has anything occurred
remotely similar to the situation that presently exists. Our members are faced
with the problem of selling jobs at Phase I and Phase IT prices that now have
to be supplied at costs which will exceed their total celling price—a situation
which obviously will bankrupt some firms.

They also have an additional problem of attemptmg to bhid for futnre Dl‘()]-
cets and find that their suppliers now will only quofe “Price at Time of Ship-
ment,” which is absolutely no help in trying to prepare a bid.

On January 26, 1973, the situation facing our members was so critical that
the Board of Directors passed a resolution requesting that President Nixon
take the following action:
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1. Immedintely place an embargo on the sale for export of all logs and
Iumber products.

2. Immediately place specific dollar and cents price controls on all lumber
and plywood products on an item by item basis.

3. Immediately require the Forest Service to offer more federally owned
timber for sale for domestic use only.

Since that date the situation has continually deteriorated, and it is unfortu-
nate for the construction industry and the public that some action has not
been taken. On March 29, 1973, the Board of Directors reaffirmeC tue above
resolution. We believe that the only purpose of the Cost of ILiving Council is
to control inflation, which it certainly is not doing in this industry.

During the year 1972, 2.78 billion board feet of logs were exported. This was
slightly more than a 40% gain over 1971 and established a new record high,
and the rate of exported logs has continued to increase so far this year to
what would appear to be a 414 billion feet rate. Since the United States
imports more dollar value of lnmber from Canada than the dollar value of
logs exported to Japan, it would appear that present policy is not materially
helping the “balance of payments” problem, but is materially affecting the
supply of logs available for use in this country. The fact that we are export-
ing raw material (logs) and importing manufactured items (lumber) is
another facet of the situation and seems to be in “irect contradiction to good
fiscal management and indeed good sense. To quote the Seattle Times: “Any
nation or region of a nation wihch exports in unprocessed form its basic resources
is selling off its life's blood.”

President NiXon has authority to impose an immediate embargo under the
present law, but apparently is reluctant to do so. While I believe §-1033
under consideration by this committee would be a very constructive measure,
it would not immediately Lelp the current shortage, as it would not take effect
until next year and possibly would only result in increasing buying on the
part of the Japanese in order to acquire as much timber as possible before the
embargo would take effect. I believe a temporary embargo on the sale of logs
and lumber for export is required and would as a result reduce the prices paid
for logs and ultimately the prices paid for lumber and plywood.

A recent survey by the northwest area National Association of Home Build-
ers showed that 102 sawmills and 30 plywood plants in the western area could
boost their production by 148 million board feet a month if they had the logs.
This partial survey obviously indicates there is adequate capacity available if
the logs were available.

Log exports are continuing to increase in 1973 over 1972 by the following
amounts: February, 1973, 226.7 million board feet as compared with 887 mil-
lion board feet shipped in February, 1972. Exports during the first two months
of 1973 totaled 444.4 million board feet compared to 241.7 million board feet
shipped during the same period last year from the four Pacific Coast states.
Sales from California alone have also increased over the previous year and
recently M. Takahashi, general manager of Nippi Int. Co. of Sacramento
announced “. . . we have decided to increase our log movements (at the Port
ot Stockton) more than 2009 this year.” It is obvious that an immediate
embargo on all logs and lumber products is necessary to curtail the inflation
in this industry.

If some action is not taken immediately, the construction industry and the
general public will be on a collision course with disaster. Some members of
certain segments of the construction industry are going to be forced into bank-
ruptey. and consumers will be required to pay such a tremendously inflated
price for their construction requirements that they will not be able to afford
them.

Due to the lack of action by the administration, shortages of many trpes of
Iumber *and plywood exist today that are causing delays and additional
expense on construction projects. Also. the recent price escalation has caused
many suppliers to quote only “Price at Time of Shipment”—an impossible sitn-
ation in preparing a bid for future work.

In conclusion, we support the intent of this bill, §-1033, but feel it should
be amended to include an immediate, temporary embargo until the supply situ-
ation is corrected.

O



